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The photographs illustrate the spaciousness achieved in remodeling 
the entrance of the Yeon Building, Portland, Oregon. This entrance 
change allowed for an additional income-producing street entrance shop. 


The progressive management of the Yeon 
Building has taken advantage of low prices to 
rehabilitate their elevators. This greatly reduces 
their operating cost and assures their tenants of 
the smooth, swift riding comfort, quiet and eflici- 
ent service which so definitely marks modern 
elevators .... developed by Westinghouse. 


Westinghouse 


Elevator rehabilitation problems referred to Electric Elevators 
Westinghouse are given individual, careful study 


to insure the most economical, intelligent recommendations. 
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Bonds 


Market Rise ° 


rogation of the Gold Clause e 


° Effect: on International Lending . 


in their recent impressive recovery, outdistanced the 

bond market. Prices and trading volume have risen 
substantially, and, after a lapse of several weeks, new 
municipal issues have begun to appear. Bonds have drawn 
succulence from many sources, not the least important of 
which is that portion of the speculative fraternity able to 
see through the seeming paradox of advancing bond prices 
when the air is thick with inflation talk. . 

In one month, with no hesitation whatever, the principal 
bond “averages” have recaptured all of the ground they 
yielded with little show of fight in the afterpart of 1932. 
The more depressed the bond the greater its speculative ap- 
peal has been and the sharper its rise. While from the year’s 
lows a representative selection of bonds has recovered about 
17 per cent, the second grade issues have gone up 35 per 
cent or more. It should be noted that the acuter phase of this 
rally has occurred since President Roosevelt withdrew the 
gold base from the dollar and launched the currency on an 
untraveled sea disturbed by inflationary proposals. 


Bie ESS, stocks, commodities and sentiment have not, 


SUBNORMAL PRICES AND INFLATION 


IT IS “orthodox” for bond prices to decline at the first men- 
tion of inflation. The price of most issues has acted differ- 
ently at this time because of the possibility that a rise in 
prices might, even if only temporarily, help earnings and tax 
collections, making the payment of bond interest more cer- 
tain and defaults less likely. If the Administration had be- 
gun consorting with the inflationists when bond prices were 
more nearly normal and reflected chiefly the cost of money, 
a violent decline in market values of bonds most certainly 
would have ensued. The inflationary maneuvers were staged, 
however, when bond prices were at record low levels, so that 
the normal response was not to be expected. Yet, while in- 
flationary gestures may help a severely deflated bond mar- 
ket, a definite limit is set on the recovery. It is improbable 
that the bond market will become genuinely and sustainedly 
robust again until the Administration has put inflation be- 
hind it and has given that secure and stable base to the 
currency that is indispensable to fixed interest investing. 

The one distinctly inflationary move which the Adminis- 
tration has made, coincidentally, is one calculated to exert 
an influence first on the bond market. The Federal Reserve 
has resumed its buying of Government securities. There is 
nothing precisely new in that circumstance. The Federal 
Reserve has been buying securities off and on for over ten 
years, and in the last three years it has bought securities 
early and late. The distinguishing feature of the current buy- 
ing campaign, though, is the fact that it is more the Admin- 
istration’s policy than it is the Federal Reserve's. 

Buying of securities by the System has, nevertheless, sup- 
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Economic Morals e 


German Position 
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Foreign Attitude Toward Gold 


e Federal Reserve Purchases e 


London Conference 


plied a stimulant to the price of Government issues. The 
longer dated obligations have enjoyed a relatively greater 
price enhancement than in previous buying programs be- 
cause the Federal Reserve has been singling out the medium 
instead of the short term issues as the object of its accumu- 
lation. Of incalculable value to the improved state of the 
Government issues is the fact that the System has done its 
buying in the open market rather than directly from the 
Treasury. Provision for direct sale by the Treasury to the 
banks of issue is made in the farm relief (inflation) bill, 
but all except the economically illiterate are hoping that 
this privilege will never be used. 

A recent event of importance to historians of national 
morals, on the one hand, and the bond market, on the other, 
is the passage, upon Administration urging, of a bill formally 
abrogating the gold clause in public and private debt con- 
tracts. Eminent lawyers have held that the chances of the 
gold clauses being found unconstitutional would be improved 
if a law were passed specifically freeing debtors of the lia- 
bility of satisfying gold debts in (CONTINUED ON PAGE 62) 


“THOSE WHO SEEK RICHES SHOULD COURT 
A GOOD NAME” 


Copyright, 1933, New York Tribune Inc. 
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CONCRETE 


in the Home = 
Adds Safety to the Mortgage 


The Concrete Home meets every re- weathering to injure this kind of 


quirement for a good mortgage risk: construction. 


It’s economical in first cost. Send today, for further information 
Its maintenance is inexpensive. to help you judge the real values 

It is long lasting. underlying the financing 

It is fireproof. of Concrete Homes. 

It is attractive and homey. The coupon is for 


yourconvenience. 
Concrete homes are being built 
today by reputable contractors in 
virtually every community. Con- 
PoRTLAND CEMENT ASSOCIATION 


crete is used for floors, for walls, and 33 W. Grand Ave., Chicago 


for roofs. No chance for fire or I want to know more about the structural quali- 


ties and the design of low cost concrete homes. 
Please send your literature. 


33 WEST GRAND AVE. CHICAGO 
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The "Better 
Half” of SAN 
CALIFORNIA 


The area included within a radius 
of 250 miles from Los Angeles, in 
which Security-First National Bank 
is the largest and leading Bank, 
includes more than a half of the 
population, the wealth, the agri- 
cultural production, the petro- 
leum, the shipping or port busi- 
ness, and the tourist business of 
the State. 


ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


Capital and Surplus $40,000,000 


WIDE worLo | 


Aets of the Month 


Muscle Shoals Bill 
Securities Act 

Gold Abandonment 
Unemployment Relief Bill . 
Home Owners Loan Act 
Glass-Steagall Banking Bill 


This Bank has Branches in principal 
cities and communities from Fresno 
on the North to the Imperial Valley. 
In most of the cities where we have 
Branches, those Branches are the 
largest and leading Banks of their 
respective communities. 


May 
May 
June 
June 
June 13 
June 16 


Recovery Bill 


WASHINGTON 
MAY 15. Navy orders third of fleet 
into reserve. Treasury bills awarded on 
0.45 per cent basis. Senator McNary 
orders conference on Glass bill; measure 
reported to Senate. 

May 16. Roosevelt calls on world for 
non-aggression pact; appeal, aim at 
European war cloud, includes Russia. 

May 17. Two-year recovery and work 
bill offered; President asks dictatorial 
powers for industrial revival. House 
adopts Senate-approved conference re- 
port on Muscle Shoals bill. Navy curbs 
recruiting. House group amends bill to 
aid insurance firms. 

May 18. Brigadier-General Hugh S. 
Johnson to administer recovery bill. 
Muscle Shoals bill signed with warning. 

May 19. Exchange fund to keep dol- 
lar stable planned. Navy to retire 700 
officers. Senate rejects Woodin deposit 
guaranty plan; Glass committee votes 
rebuff; Reserve domination by Treas- 
ury assailed. Senate strikes threat to 
jobs from rail plan. Arthur E. Mor- 
gan, Ohio, appointed director of Ten- 
nessee Valley project. Congress gets bill 
to control oil production. 


June 16 


May 20. Bank reform bill goes be- 
fore House; Steagall argues for guar- 
anty. Home relief bill change for Senate; 
subcommittee liberalizes. 

May 21. Slash in army to be delayed. 
Bonus “army” quits capital. 

May 22. Rise in income tax voted to 
finance public works; House group fav- 
ors rate boost to 6 and 10 per cent, 
applicable to stock dividend, and 134 
cent gas levy. Industrial leaders told to 
confine control efforts to raising wages 
and fixing work hours. Mortgage bill 
widened to aid $25,000 homes; bank 
relief also passes; R.F.C. fund put to 
$300,000,000 for reorganizations. House 
group approves employment service bill. 
House passes altered draft of securities 
bill. Roosevelt halts Muscle Shoals 
“secret” project. Treasury bills awarded 
on 0.42 per cent basis. 

May 23. Roosevelt orders first step 
toward credit inflation; Reserve banks 
instructed to buy $25,000,000 U. S. 
bonds. Dr. O. M. W. Sprague added to 
Woodin staff. Glass-Steagall bill passes 
House, 262-19; insurance of deposits 
and divorce of affiliates provided, Re- 
serve aid to speculation barred. Senate 


A Partner’s 
Worth 


You partner, 
—would you miss his skill, 
his counsel, his sales or 
managerial ability if his 
services were suddenly lost 
to your business? 


To-day, as never’ before, 
you need to ensure to your 
business the financial value 
of one or both partners. 
Let a John Hancock rep- 
resentative outline a plan 
of business life insurance 
for your company. Your 
banker will approve. 


INSURANCE COMPANY 


OF BosTON, MASSACHUSETTS 


A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase of 
personal and family protection including 
Annuities and also Group forms for firms 
and corporations. 


A. B. A. J. 7-33 
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Capital and Surplus 
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A 
Constant Factor 
in 
Changing Times 


Neither banking legislation 
nor economic exigency can 
materially affect the practi- 
cal necessity of converting 
checks and collection items 
into available cash in the 
quickest time and at the 
least cost. 


While events of major sig- 
nificance are pending, do 
not neglect the importance 
of every-day routine. 


Take advantage of our con- 
tinuously operating direct 
collection service. 


RHE... 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


$30,000,000 


adopts securities bill. Tenders on $100,- 
000,000 in Treasury bills asked. 

May 24. New tax drive on high in- 
comes, Senate acquits Judge Louder- 
back, San Francisco. Fund to protect 
insurance units voted in House. 

May 25. Farm loan bill introduced. 
Senate adopts deposit guaranty bill; 
Glass measure again amended. 

May 26. House passes industry con- 
trol bill; no sales tax; work hours, pay 
to be regulated; partnership plan in- 
cluded. Suspension of gold clause 
sought. Capper offers bill for control of 
oil industry. Woodin attacks renewed. 
Treasury bills awarded. 

May 27. Gold move rushed; Senate 
and House committees approve. Brook- 
hart named farm adviser; Russian 
market sought. Roosevelt signs securi- 
ties bill. President curbed on arms em- 
bargo. Rail bill passes Senate. Postal 
deposits to go into bonds. 

May 28. High salaries to bar loans 
from R.F.C. Woodin stays. 

May 29. House votes gold repeal. 
Mellon tax data asked in Senate; Mills 
also included. Army officers’ cut aban- 
doned. 

May 31. Tariff control plea drafted 
by Roosevelt; revamping Federal struc- 
ture delayed. Producers to pay electric 
tax, Senate-House conferees agree; post- 
age cut authority approved; gasoline 
levy extended. Roosevelt acts on vet- 
erans’ cuts. Helvering nomination as- 
sailed. House votes bill merging farm 
credit agencies. Labor accepts rail relief 
bill with safeguard. 

June 1. Veterans’ cut limit set in com- 
promise. Senators to study camp-kit 
purchase. Special oil clause in industrial 
bill. Deposit insurance stirs new dispute; 
Glass says Vandenberg plan will remain 
in banking bill, Steagall denies. Securi- 


GLOBE 

Professor William Edward Dodd of the 

University of Chicago goes to Berlin as 
Ambassador to Germany 
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GLOBE 


Former Senator Smith W. Brookhart on 

May 27 was appointed special farm ad- 

visor. He is reported to be interested in 
trade development with the Soviet 


ties law now in effect, Trade Commis- 
sion says; 40 days for registration. Gold 
clause omitted on Treasury bills. 

June 2. Recovery bill licensing power 
killed, oil control rejected in Senate 
group. Farm board abuse charged. For- 
est camp head defends kit deal. Senate 
adopts 25 per cent veterans’ cut. 

June 3. Senate bans sales tax; finance 
committee makes changes in recovery 
bill. Senate repeals gold clause. Bevier 
“sold” kits in three hours’ time; Douglas 
denies blame. Eastman assails rail rate 
cutting. Thirty navy ships planned. 
Morgenthau asks Farm Board data. 


June 4. Roosevelt insists new taxes | 


offset rise to veterans. R.F.C. arranges 


credit to cover cotton and wheat cargoes 


in open market. 


June 5. Roosevelt fails to halt veteran | 


rises; wins back guaranty on recovery 
bill; licensing plan restored in Senate 
committee, capital stock levy replaces 
income tax rise. Camp-kit firm ordered 
to list stockholders. Senate passes home 
mortgage relief measure. Roosevelt bars 
bank guaranty to start July 1; danger 
of loans on non-member units cited. 


President signs bill dropping gold clause. | 


House passes McKeown bill on bank- 
ruptcy. Rail bill passes House. 


June 6. Roosevelt modifies cuts in | 
veterans’ benefits to check Congress re- | 
volt. Howe disavows interference in kit | 


purchase. Wagner-Peyser work bill for 
unemployment relief signed. Federal 
agents hunt for hoarded gold. Rules for 
stock sales drafted. City refinancing bill 
reported to House. Senate returns reve- 
nue bill to conference. U. S. will sell 
$900,000,000 in new issues; payment- 
in-gold clause omitted. House passes bill 
on insurance (CONTINUED ON PAGE 57) 


INCREASES SAVINGS 
ACCOUNT CAPACITY 


With Reecordesk Safe Unit System 


The Erie County Savings Bank, Buffalo, N. Y., uses 
ten Diebold Electric Rekordesk Safes for ledger cards 
and four Receding Door Safes for signature cards. 


The unit system and a change in fixture layout increased the savings 
account capacity of the Erie County Savings Bank more than 20%. 
And provided convenient housing combined with instant 24-hour fire 
protection for ledger and signature cards at the windows. Each savings 
account unit consists of two Rekordesk Safes for ledger cards with 
one Receding Door Safe between them for signature cards. Other 
advantages included space gained for a Christmas Club and a burglar 
proof vault. Diebold Rekordesk Safes (both manually and electrically 
operated) are providing convenient housing and instant protection for 
many banks. They provide flexible expansion necessary for future 
growth. Write for full details. 


Long known as a leading bank vault 

manufacturer Diebold offers complete 

protection for records, money and wealth 
from fire, burglary and banditry. 


DIEBOLD 


SAFE & LOCK CO... Canton, Ohio 


SEE OUR DISPLAY AT THE WORLD’S FAIR 
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Cove 


Postal Telegraph covers this country 


@ The Post Office Department maintains 
some 50,000 Post Offices in the United 
States. But Postal Telegraph accepts mes- 
sages for delivery in more than 70,000 
communities. 

Postal Telegraph maintains its own com- 
plete commercial telegraph offices in those 
cities which account for 95% of the tele- 
graph traffic. In small cities, one office; in 
metropolitan centers, hundreds. Moreover, 
every office is manned entirely by Postal 
Telegraph employees and linked directly 
with Postal Telegraph circuits. 

Our facilities are placed where they can 
serve best in speeding the messages of 
American business—where they can provide 
the most accurate, dependable, fast com- 
munication that telegraphy can offer. We 
stretch our lines where business wants them, 
open our offices where business can use them. 

Naturally there are thousands of small 
communities where no telegraph company 
maintains an office. But for each and every 
one of these places, Postal Telegraph ac- 


cepts your messages and through its connec- 
tions transmits them quickly and accurately. 

Furthermore, Postal Telegraph service is 
not confined to the United States. It offers 
you efficient, economical message communi- 
cation to the entire world...via the coordi- 
nated telegraph, cable and radio facilities of 
the great International System, of which it 
is a part. No matter whom your message 
must reach, nor to what part of the world 
it may be addressed, Postal Telegraph and 
its affiliated communication companies al- 
ways see your message through. 


THE 


Commercial 
Cables 


Mackay Radio 


INTERNATIONAL 


Supplementary Services 


Air Express Pick-up and Delivery 
Air Travel Reservations 
Bus Express Pick-up and Delivery 
Bus Travel Reservations 
Circular and Sample Distribution 
Errands and Package Delivery 
Gift and Purchase Service 
Marine Reports 
Money Order Service 
Personal Service Bureau 
Theatre Ticket Service 


Telegrams Direct from the 
Highways via Standard Oil and 
Colonial Beacon Gas Stations 


e Postal Telegraph is the only American tele- 
£raph company that offers a world-wide service 
of coordinated telegraph, cable andradio com- 
munications under @ single management, 


SYSTEM 


all America 
Cables 
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Appraisal of the Revolution 


By MARK 


SULLIVAN 


Provided, however... 


N the domestic field (I omit any 

consideration of the International 

Monetary and Economic Confer- 
ence), the net of what has been done 
by the Roosevelt Administration and 
the special session of Congress, is difficult to assemble in any 
orderly statement. The reason is that in case after case, 
statutes enacted and administrative steps taken, point in 
completely opposite directions. Along two main lines of 
cleavage, one group of measures runs directly counter to 
another group. 

One line of cleavage is as deep as possible. Many of the 
steps taken by the Administration are experiments in 
“planned economy’’. As such they tend to carry the United 
States toward a conception of government and social or- 
ganization which is not quite clear, but can be described 
fairly as illustrated in part by Russia, in part by Fascist 
Italy, in part by Germany under Herr Hitler. On the other 
hand, most of the American social system and government 
remains American. We are for the time being, part American 
and part Russian-Italian-German. We are moving, at one 
and the same time, under the direction of two principles 
which are as diverse as possible, the 
American system with its emphasis on 
freedom of action for the individual, 
and a system in which individual initia- 
tive, individual control of industry, is 
restrained by the state in a spirit of col- 
lectivism. 

As respects this line of cleavage, the 
question is how far we shall go in the 
new direction. That involves the ques- 
tion, to what extent are the new steps 
intended to be permanent—or, regard- 
less of present intention, to what extent 
may they turn out to be permanent. 

Conceivably, all can be regarded as 
wholly emergency in inspiration, com- 


Most of the bills passed by the special 
session contain the two words, “ 
ed, however”, with reassuring frequency 


parable to the similar steps taken dur- 
ing the Great War, which, upon the com- 
ing of peace, were completely demobil- 
ized, leaving America wholly as it had 
been before, wholly American. That the 
intention of the present steps is emergency only is suggested 
by the time limit put upon some of them; the “control of 
industry” measure comes automatically to an end two years 
after the date of its enactment. 

This limitation is very important. The measure will come 
to an end in June, 1935. It can only be reenacted by affirma- 
tive vote of a majority of Congress. The Congress will not be 
the same as the present, a new one will have been elected 
next year. Moreover, the conditions of 1935 will be, presum- 
ably, quite different from the present. By that time we may 
have so far recovered from depression, may be so far along 
a new upward cycle of prosperity, that the country will have 
a normal judgment on, a normal emotion about, so un- 
American a departure as the control of industry bill is. It is 
a sick America for which the control of industry bill was 
prescribed. 

It was a sick America, a sick America only, that was 
willing to swallow it. Even the com- 
paratively slight recovery that took 
place between early discussion of it in 
April and passage of it in June, made 
a difference in its palatability. Heads of 
industry which in April were terrified 
and therefore willing to accept this 
medicine, had by June acquired a de- 
gree of recovery that caused some to 
regret their early willingness to take the 
dose. 

In any event, for the present, through 
this bill and the regulation of “proces- 
sors” of farm products dictated in the 
Farm Relief bill, and through some 
other steps, America is partly collectiv- 


provid- 
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ist. Through most of our other laws and 
through the constitution and usage and 
habit of mind, we are individualist. 

There is another line of cleavage 
separating some of the steps taken by 
the Administration from others, caus- 
ing some of its acts to look one way, 
some the other. The Administration 
started out along one path, remained 
on it about six weeks, and then abruptly 
switched to the other. 

The Administration started out on 
the assumption that deflation was com- 
plete, that the depression had run its 
full course. On that assumption, the 
early intention proceeded to solve the 
principal problem the depression had 
left, namely the disparity between debts 
contracted when prices were higher, and 
capacity to pay those debts with prices 
at the existing low level. To remedy 
that disparity, there were two direct 
courses, one to reduce debts, the other 
to raise prices. The Administration 
chose mainly the first course; it aimed 
at and hoped for a rise of prices, but its 
emphasis was on reduction of the prin- 
cipal and interest of debts, and reduc- 
tion of obligations generally. 

In this early intention, the first meas- 
ures of the Administration set up mech- 
anisms and provided money with which 
farmers could reduce principal and in- 
terest of debts, gave us a statutory 
formula under which individuals and 
corporations could compromise with 
their debtors, made compromises thus 
achieved obligatory on minorities of 
debtors whenever majorities had agreed. 
In the same spirit, reductions of obli- 
gations were the early economy meas- 
ures. There would have been little point 
in reducing wages of Government em- 
ployees and compensation of veterans 
if it had been contemplated that later 
there would be such an inflation, such 
a rise in prices and wages, as would 
make the previously reduced rates in- 
adequate. 

In short, every early step of the Ad- 
ministration pointed away from infla- 
tion, pointed toward living up to the 
pledge of the Democratic platform, “a 
sound currency to be preserved at all 
hazards”, and the similar pledge Mr. 
Roosevelt made both during the Presi- 
dential campaign last summer and in 
his inaugural address. 

That is, every deliberate early step 
of the Administration pointed away 
from inflation. One early step, however, 
was not deliberate, and that had fateful 
consequences. 

At the moment Mr. Roosevelt took 
office—indeed the night before—he 
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HARRIS & EWING 


MARK SULLIVAN 


The present course of the Admin- 
istration is one which regards rise 
in prices as the cure for depres- 
sion, as the basis for a new period 
of prosperity. The earlier meas- 
ures, designed for reduction of 
debt and compromise of debt, re- 
main in force. Incentive for mak- 
ing use of them diminishes in pro- 
portion as payment of debt in full 
is made possible and easy by rise 
in prices. We are moving against 
the results of depression in two 
directions at once. This statement 
is not made in cynicism. Both ways 
help, and both can operate simul- 
taneously.—Mark Sullivan 


knew there was danger of almost uni- 
versal closing of banks because of runs, 
actual or threatened. During the first 
three days of March and the latter part 
of February, state after state, Michigan 
and Maryland conspicuously, had de- 
clared bank holidays. On the morning 
of March 4, New York took a similar 
step. 

Faced by this situation, Mr. Roose- 
velt, 48 hours after his inauguration, 
closed every bank in the country. About 
a week later, the major part of them 
were reopened. There were left closed, 
however, banks containing some eight 
billions of deposits. At the time, the 
Administration hoped to open these 
banks promptly. It turned out, however, 
that the reopening would be a much 
slower process than the Administration 
had hoped that it might be. 


This led presently, about the middle 
of April, to an unanticipated and som- 
ber realization. The freezing of roughly 
eight billion dollars of bank deposits 
was by far the largest single spasm of 
deflation that had occurred since the 
depression began. At the height of the 
boom, total bank deposits had been ap- 
proximately 62 billion dollars. More 
than three years of depression had 
squeezed the amount down to about 45 
billions, a decrease of roughly 17 bil- 
lions. Now, by one act, within the space 
of time required for an executive de- 
cree, the Roosevelt Administration had 
brought about a deflation almost half as 
great as the total for three years preced- 
ing. The new Administration had not, 
of course, intended to deflate at all— 
quite the contrary. Realization of what 
had happened was a shock. The realiza- 
tion came slowly; it was about the mid- 
dle of April that the sinister results and 
accompaniments of the new deflation 
showed themselves in increased unem- 
ployment, diminished volume of busi- 
ness. Universal bank closing had been, 
perhaps, unavoidable, but the unantici- 
pated outcome was, nevertheless, a dis- 
maying surprise. It was in that state of 
mind, I think, that the steps were taken, 
with obvious haste, which pointed to- 
ward inflation. 

Realization of increased deflation 
was accompanied by another realiza- 
tion, almost equally dismaying. The de- 
parture of Great Britain from the gold 
standard 18 months before, the fact that 
the value of the British pound was rang- 
ing about $3.50 (as against a normal 
$4.86 )—this condition, so the Adminis- 
tration was told, was giving Britain and 
the pound an advantage over America 
and the dollar in international trade. 
And about the same time, in a vote in 
the Senate on inflation in its crudest 
form (coinage of silver in the ratio of 
16 to 1 to gold) a majority of the 
Democratic Senators voted “Aye’— 
more than half Mr. Roosevelt’s party 
in the Senate favored inflation, and in 
the House, it was known, much more 
than half the Democrats favored it. 

In this coincidence of three condi- 
tions, Mr. Roosevelt took two steps 
which were a direct reversal of his pre- 
vious course. They were taken in haste, 
with consultation that was hurried, and, 
as to one of the steps, against the unan- 
imous judgment of the Federal Re- 
serve Board, including the Secretary of 
the Treasury. By announcing refusal to 
give permits for shipment of gold 
abroad to meet obligations, Mr. Roose- 
velt took (CONTINUED ON PAGE 60) 
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T is still a little difficult for the av- 
I erage American business man to 
realize that the value of the dollars 
which he has been slowly and painfully 
accumulating over many years is to be 
determined by the results of an inter- 
national conference. It is perhaps more 
difficult for him to realize that it is the 
deliberate policy of the American repre- 
sentatives at that conference to depress 
the value of his dollars. 

It has required no great progress in 
the London conclave to demonstrate 
that, while tariffs, trade restrictions and 
currency values are so inextricably 
mixed that a solution of the problem 
of one is impossible without a solution 
of the problems of the others, there are 
certain fundamental principles govern- 
ing the relations of the currencies of the 
various nations which no amount of 
agreement among the latter can set 
aside. 

The United States can and has aban- 
doned the gold standard for the time 
being, but this fact by no means indi- 
cates that the dollar may not retain its 
value or that the value of the dollar can 
be fixed by international agreement and 


EWING GALLOWAY 
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12:30, heavy traffic, not much fog 


At a Meeting in London 


then can be maintained at such value. 

It also appeared early at London that 
the attempt of the United States to 
lower the value of the dollar is taken 
by other principal nations as an act of 
commercial and financial warfare rather 
than an attempt at international cooper- 
ation. They base this contention upon 
the fact that the abandonment of the 
gold standard by the United States was 
voluntary and in pursuance of a policy 
of inflation at home and devaluation 
abroad, adopted for the purpose of trade 
advantage—a policy regarded by the 
United States as one of defense but by 
other nations as an act of trade hostility. 

Be that as it may, the fact remains 
that the position of the dollar at London 
is artificial and the difficulty of adjust- 
ing its value to that of other currencies 
on a basis satisfactory to American pol- 
icy lies in the fundamental strength of 
the American unit. 

The value of a monetary unit in in- 
ternational exchange is fixed originally 
upon the amount of gold it contains. 


Once launched upon its career, its value 
is determined by supply and demand of 
and for it in international markets. 
When a country’s international balance 
growing out of imports and exports, ex- 
change of services, investments and the 
like is favorable the demand for the unit 
exceeds the supply and the unit would 
go above par if it were not for the bal- 
ancing of the international accounts by 
movements of gold or by exchange of 
international investments. 

The international balance of the 
United States for a good many years 
has been favorable, varying greatly from 
year to year, but showing a steadily 
mounting aggregate. In 1922 when the 
first record of the nation’s international 
payments was made, the favorable bal- 
ance was $557,000,000. In 1923 it fell to 
$208,000,000; in 1924 it rose to $802,- 
000,000; in 1925 it was $513,000,000; 
in 1926, $205,000,000; 1927, $588,000,- 
000; 1928, $658,000,000; 1929, $377,- 
000,000; 1930, $713,000,000; 1931, 
$160,000,000, and 1932, $131,000,000. 
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The figures so far available for the 
current year indicate a probable balance 
of about the same as last year. 

All these favorable balances, how- 
ever, have been more or less offset by 
loans of Americans abroad. In 1931, for 
the first time in many years, our foreign 
loans failed to keep pace with the move- 
ment of funds in this direction, and we 
imported long term capital—that is, we 
received more in payment from abroad 
on long term loans than we put out. The 
excess of such payments that year was 
$165,000,000. In 1932 there was a sim- 
ilar excess of $273,000,000. These for- 
eign payments are continuing; they must 
continue in the service of foreign loans 
held in this country and in the settle- 
ment of merchandise and other balances 
due this country. They naturally draw 
gold in this direction unless American 
capital is loaned abroad. 


THREE YEARS’ WITHDRAWALS 
MOVEMENTS of such funds or cred- 


its have been modified by movements 
of bank balances and other short term 
funds which in the past three years have 
been uniformly out of the United States 
as foreigners have withdrawn balances, 


investments or securities in greater 
amount than the United States has 
withdrawn similar funds from other 
countries. In the past two years foreign- 
ers have withdrawn short term funds 
to the amount of $1,824,000,000, or $1,- 
080,000,000 in excess of similar with- 
drawals of American funds from abroad, 
but in so doing they have reduced their 
bank deposit and short term funds to a 
mere working balance, and the United 
States at last accounts has bank bal- 
ances and short term funds abroad 
amounting to about $145,000,000 in 
excess of similar foreign funds in the 
United States. 

These movements of funds naturally 
are reflected largely in movements of 
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gold. In spite of the balance in favor 
of the United States the semi-panic 
caused by the departure of Great Britain 
from the gold standard led to heavy 
gold exports in the fall of 1931. This 
movement was due to the need or fan- 
cied need of foreign central banks to 
augment their gold reserves. It was fol- 
lowed by considerable recovery of gold 
stocks in the United States as a result 
of partially restored confidence. A year 
ago foreign central banks decided to call 
home all their gold holdings in the 
United States. This was due partly to 
general world conditions and partly to 
growing distrust of the American posi- 
tion with an unbalanced budget and 
increasing talk of inflation. These two 
movements were, at least dominantly, 
movements of foreign funds out of the 
United States. 

As a result of the two movements 
foreign short term funds in this country 
were reduced to the working. balances 
above indicated—probably somewhere 
between $600,000,000 and $700,000,000. 
Following the election and another res- 
toration of confidence, foreign balances 
in the country were renewed to some 
extent and the natural flow of gold in 
this direction resulting from the favor- 
able international balance led to gold 
shipments which restored American 
stocks. Net imports, exports and ear- 
markings showed a balance of about 
$11,000,000 for the year. 

Then came increasing talk of infla- 
tion. Budget balancing also was post- 
poned and the banking situation became 
precarious. Foreign central and other 
banks commenced to withdraw their 
balances again, and with the latter went 
an increasing amount of American cap- 
ital frightened out of the country by 
impending threats to the currency. In 
the first three months of the year the 
United States lost about $246,000,000 
in gold, net. The outward movement 


was increasing and the Government laid 
an embargo on gold exports and inau- 
gurated a partial control of international 
exchange—in other words, the country 
left the gold standard in international 
dealings. 


AND THEN— 


LATER the Government went a step 
further and repudiated the gold clause 
in its obligations by refusing to permit 
the export of gold to service its obliga- 
tions held abroad. As a logical further 
step it repealed the gold clause govern- 
ing the payment of certain of its obliga- 
tions in gold and placed all its nine 
varieties of currency upon the same 
basis—all off gold. 

The point to be noted is that even 
at the time the embargo was laid upon 
gold exports from this country the na- 
tural flow of gold, credit and other funds 
was in this direction, and there was 
every indication that it would continue 
in this direction indefinitely. The out- 
flow of gold was the result of a positive 
export resulting from fear of inflation. 
It included foreign funds which foreign 
interests thought they could spare from 
American balances and it included a 
great amount of American funds either 
sent abroad directly or sent indirectly 
by retaining abroad the proceeds of the 
sale of American goods, American 
owned securities, the transfer and sale 
of securities themselves or any one of 
half a dozen other ways of secretly trans- 
ferring funds. 

Whether or not the embargo on gold 
was necessary in view of this flight of 
capital is at present little more than an 
academic issue. The important fact to 
note is that the action of the Govern- 
ment was voluntary; the country was 
not forced off the gold standard. It is 
also important to note that the situ- 
ation resulted from a mere threat of in-' 
flation; there had been no inflation, is 
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GLOBE 
Above importing polar bears. 
Right, exporting motor cars 


Foreign Trade 


none so far and future inflation is a 
matter of “if and when” the Govern- 
ment acts. 

Conversely, if there is no such in- 
flation as to impair world confidence, 
including particularly confidence in the 
United States itself, and if confidence 
can be restored, there will be a renewal 
of the movement of gold in this direc- 
tion. In other words the American dol- 
lar, intrinsically, is worth at least 100 
cents. It may be worth more. It is the 
intrinsically high value of the dollar 


that has started all the present trouble. 

Inflation in the United States is de- 
sired by its proponents for two reasons. 
One is to reduce the value of the dollar 
in terms of the commodities it buys to 
such an extent that debts will be equal- 
ized—that is, that commodity prices 
will be on the same level they were on 
when debts, at as near an average as 
can be calculated, were contracted, so 
that a bushel of wheat will pay as much 
of a debt as it would when the debt was 
contracted by its producer. The other 
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reason is the assumed need of so reduc- 
ing production costs in the United States 
in terms of gold that American pro- 
ducers can compete in foreign markets 
with the producers of other countries off 
the gold standard. 

The debt equalization proposition is 
a domestic matter. The Government in 
Washington has extended the benefits 
of the plan to foreign debtors of the 
United States by its gold abandonment 
and currency leveling process, but that 
is merely (CONTINUED ON PAGE 54) 


A Shipment of Lettuce 


WHAT is said to be the first successful commercial shipment of 
United States lettuce to the British market was recently completed 
and many repeat orders have been placed, according to a report to 
the Commerce Department’s Foodstuffs Division. The shipment 
consisted of 25 crates of California lettuce, a total of 1,500 heads. 
The lettuce was shipped frozen and arrived in perfect condition. 

According to British importers most of the shipment was sold 
direct to hotels and restaurants. Buyers were reported generally 
satisfied and a number of repeat orders were obtained. It is be- 
lieved that in the future an average of 100 crates a week can 
normally be consumed up to the end of April, when Continental 
shipments of cheaper produce arrive on the market in large quan- 
tities. It was pointed out that the American-grown lettuce brought 
double the price of the Dutch product. It is the opinion of the trade 
that the best time of the year for making American shipments would 
be during the winter months, from November to March. 
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Action 


A Suggested Plan for Preserving 
Public Confidence in the Long Term 
Prospect of Industry in the United States 


To Avoid Another 1929 


of any financial system. In com- 

mercial banking, it is the belief of 
the depositor that his deposit will be 
repaid when requested. In investment 
banking, it is the belief of the investor 
that the securities offered him are 
soundly conceived, cleanly floated and 
(more than anything else) that the 
combination of the banker and the bor- 
rowing company will assure honesty 
and efficiency. It becomes necessary now 
to take drastic measures to restore that 
confidence. The Government, through 
the medium of the Securities Act, has 
taken one step. Doubtless it could take 
others; but the real job must of neces- 
sity remain with investment bankers 
themselves. 

In dealing with this situation no in- 
vestment banker can afford to remain 
indifferent. All of them are parts of one 
system. This is not as well realized by 
the banking profession as it should be. 
I recall very well that on March 2 and 
3 the strong commercial banks, dealing 
with the tide of lack of confidence which 
prevailed prior to the banking mora- 
torium, thought that they individually 
could stand apart, remaining open, meet- 
ing their obligations, while the rest of 
the system went to pieces around them. 
The difficulty was failure to understand 
clearly that there is no such thing as 
an individual bank. All of them, willy- 
nilly, are members of a single system, 
joined by that most intangible but none 
the less unbreakable thread, the thread 
of public belief. In the wee, small hours 
of the morning of March 4 even the 
strongest banks came to realize this; 
and common action for the first time was 
taken. 

Now the investment banking field is 
no different, though in action it may 
be less dramatic. Roughly speaking, the 
man in the street does not greatly dis- 
tinguish between one banking house and 
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By A. A. BERLE, JR. 


A. A. Berle, Jr., one of President Roosevelt’s assistants in the 


task of preparing legislation for recovery, expresses the belief 


that the American public is tired of “financial legalistics”. He 


proposes a way by which those responsible for the flow of capi- 


tal into industry and new construction can take the initiative in 


restoring confidence. He does not claim finality in his opinion 


and advances the idea here merely as a subject for discussion 


another. Sophisticates do; but the mass 
of investors are not sophisticates. To 
them bankers look pretty much alike. 
Accordingly, when a banking house 
with relatively low standards puts out 
an issue which its brethren know ought 
not to have been floated; or when un- 
der banking sponsorship a reorganiza- 
tion occurs which leaves a bad taste in 
the public mouth, the effect is not mere- 
ly on the reputation of the individual 
banker involved. It is a direct weaken- 
ing of the entire in- 
vestment banking 
structure. This cannot 
be too strongly em- 
phasized; it lies at 
the base of every sane 
financial system in the 
world. 

That confidence in 
the investment bank- 
ing structure just now 
is at an extremely low 
ebb is surely no secret. 
This means, in cold 
fact, that the greatest 
asset of investment 
bankers is for the mo- 
ment submerged. The 
reason why this con- 
fidence has gone—the 
reason why many 
bankers with perfectly 
sound issues knocking 
at their doors for as- 
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sistance feel unable to float these issues 
—arises from the fact that the most 
attractive of issues and the most ethical 
banker suffer because both are being 
lumped with a mass of past incidents 
whose defence no one undertakes. This 
incubus of the past has annually been 
the subject of cynical comment in that 
subjectively truthful, though nominally 
humorous, publication, the “Bawl Street 
Journal” (a parody publication with 
the format of the Wall Street Journal 


This was offered 41 years ago... 
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and published once a year), which for 
years has furnished a more accurate 
commentary on American finance than 
the well-wishers of that finance like to 
believe. 

In the railroad situation, the Recon- 
struction Finance Corporation has, 
temporarily at least, undertaken the 
load. But the United States Treasury 
cannot be expected to continue this in- 
definitely, unless there is to be a radical 
change in the system. Conceivably (and 
it may happen) the Reconstruction Fi- 
nance Corporation may itself get into 
the position of having to float issues to 
the general public—that is, undertake 
the work which the investment banking 
community has hitherto performed. In- 
deed, this must be true if the invest- 
ment banking community can no longer 
function. But when the day comes that 
the Government itself, through some 
such agency as this, undertakes the in- 
vestment banking function, our eco- 
nomic system has definitely changed. 
From then on there will be not private 
business but public business, and a dif- 
ferent era will have dawned. I am not 
among those who believe that such an 
era is necessarily disastrous. I merely 
do not wish it, if it can be avoided; and 
in order to avoid it, it seems fair to 
make a relatively simple suggestion just 
at this time. 

Cleaning up, balancing and maintain- 
ing confidence in the banking machinery 
ideally should be a private job, done 
by private individuals, with all of the 
tremendous flexibility which private 
mechanisms have. Perhaps the Govern- 
ment might do it by heavy restrictive 
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The short term bank credit of the country cannot function in 


any large measure when the companies desiring bank credit 


may find themselves at the door of a bankruptcy court whenever 


they have a maturing long term issue which must be refinanced. 


We have the spectacle, now, of entirely solvent, well run, profit- 


able companies in difficulties; not because they are not entitled 


to bank credit, but because their first mortgage bonds, recog- 


nizedly sound investments, will fall due within a year or so and 


there is no apparent way of refinancing them.—The Author 


legislation, by definite courts of inquiry 


‘and the like; but this machinery will 


never be as swift, as speedy or effective 
as the consciousness that the banking 
community is doing its own work and 
doing it well. 


A PROPOSAL 


NOW it seems to me that it would not 
be difficult for the investment bankers 
themselves to form a Committee of 
Public Safety. This group, properly or- 
ganized, properly represented, ought to 
scrutinize every investment banking 
transaction of any public significance, 
from the angle of the general public; 
and should undertake the responsibility 
of seeing that it is worthy of the con- 
fidence of the American investor. That 
it could be effective, no one doubts. A 
flotation which had no business to exist, 
or a reorganization which ought not to 
be supported by the investor, simply 
could not take place if any responsible 
group were prepared to take the re- 
sponsibility of saying to the public that 
the issue should not be subscribed, that 


the bonds should not be deposited, 
that the plan of reorganization was not 
fair. 

This means instituting a group of 
bankers who quite frankly undertake to 
be their brothers’ keepers. But when it 
is realized that the reputation of their 
brothers is in the last analysis their own 
reputation, that their own life and death 
interests are bound up in the transac- 
tions of every member of their guild, it 
is plain that they have a quite definite 
personal interest, as well as a legiti- 
mate public interest, which must be 
served. 

To a considerable extent, the Listing 
Committee of the New York Stock Ex- 
change has assumed this responsibility 
with respect to listed securities; per- 
haps the healthiest sign in American 
finance has been the willingness of that 
committee, largely at the instance of 
Mr. Altschul, to carry that responsi- 
bility steadily forward. An investment 
banking committee such as that sug- 
gested here could very well cooperate 
with the New York Stock Exchange. 
It could cooperate with the commercial 
banks. It would find, no doubt, a thor- 
oughly cooperative atmosphere in the 
American Association of Accountants; 
it could extend its influence as far as 
it chose. 

A committee of this kind would mere- 
ly carry forward the kind of work which 
many reputable banking houses have 
been doing for themselves. Only, it must 
make available to the public the conclu- 
sions which these houses reach and act 
upon to protect themselves and their 
private clients. It is well known that 
certain of the bond houses, after study- 
ing the matter, declined to participate, 
for example, in certain foreign loans 
when offered participation; studied and 
turned down the less reputable public 
utility financing. These instances could 
be multiplied. 

The assumption, however, that the 
duty of a house is done when it merely 
declines to associate itself with an 
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improper flotation, reorganization or 
transaction, leaving the public at the 
mercy of houses of lower standards, 
seems wholly unwarranted. A word 
from any of those houses not merely 
that they would decline to be associated 
with, but that they would actively op- 
pose the flotation, would have ended 
the incident then and there. 

When collective responsibility is im- 
posed on a financial community, it is 
not enough merely to decline to partici- 
pate in someone else’s misdoing. There 
is an active communal responsibility to 
prevent the misdoing at all. At first 
blush, this seems like a long step for- 
ward. Yet, reverting again to the anal- 
ogy of the commercial banks, strong 
commercial bankers have learned that 
it is not enough to stand aside when 
the weaker or less careful brother un- 
dertakes to play fast and loose with a 
bank. A run on that bank means a run 
on all the banks; and there is, therefore, 
an obligation to handle the entire situa- 
tion for the collective good. 


THE PROBABILITIES 


RESPONSIBLE clearinghouse associa- 
tions recognize this; and there is no 
reason why investment banking should 
not move to at least an equivalent 
standard. If the power thus assumed 
were abused, a committee assuming this 
responsibility would promptly fall of its 
own weight; but the chance that it would 
do so just now is less serious than the 
chance of a disintegration of the system 
if no one assumes responsibility for its 
satisfactory performance. 

The possible objections to a plan of 
this kind are obvious. There would be 
public repercussions, and cynical com- 
ments arising out of transactions of past 
days. The answer to this is simple: in 
the last three years all of us have 
learned a great deal. Recognizing past 
mistakes is never matter for recrimina- 
tion; it is the safest line of action. When 
the head of the largest bank in the coun- 
try took exactly this line a few weeks 
ago, it was the subject of a good deal 
of comment; but everyone realizes that 
the position of the Chase National Bank 
today is stronger by reason of that fact. 
It is further said that a group in the 
banking field cannot get together suffi- 
ciently to cooperate with each other. 
This I simply do not believe; if true, 
it would mean that the banking group 
as a whole was unworthy of public 
confidence—which likewise I do not be- 
lieve. 

A group of this kind, if formed, ought 
emphatically not to proceed along the 


On the Other Hand— 


By BERTRAM O. MOODY 


HERE can be no doubt of the need 

for restoring confidence in investment 
banking. With the securities bill already 
a fact, and the separation of banks and 
affiliates on the way there is left no ade- 
quate machinery for performing a most 
vital part of the task of rebuilding busi- 
ness. 

However, a committee, such as is pro- 
posed by Mr. Berle in this issue of the 
JOURNAL would have such definite limi- 
tations that its practical usefulness would 
fall far short of the author’s hopes. 

With the bulk of nationally known 
security houses inactive, it would be diffi- 
cult to form a committee with sufficient 
standing to be an important factor. Such 
a committee would have no difficulty in 
approving highest grade issues (which 
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Mr. Moody, vice-president of 
the First National Bank, Am- 
herst, Mass., has had wide prac- 
tical experience with the bond 
market, both as a buyer and 
seller of securities 


need no approval) 


nor disapproving 


those of a frankly suspicious character. It would have great difficulty in pass- 
ing on the mass of securities between these extremes, because the final de- 
termination of their investment value would always rest in the future. 

Such a committee would be able to state that circulars describing new issues 
gave a truthful picture. Beyond that it could not go. No stamp of approval 
can be of any permanent value because the quality of the security itself is 
constantly changing. Nor could it be given intelligently without regard to 
the financial circumstances of the buyer. What may be proper for a business 
man to buy might well be unsuitable for a widow’s investment. 

The rate of return is the truest index of investment quality. The wise know 
it and the foolish will always be attracted by a high return. It is doubtful 
that any laws or committees will ever be able to prevent certain people from 
making foolish investments. It is more doubtful that any committee could 
pass on new offerings with a degree of intelligence high enough to beget con- 


fidence in its decisions. 


The problem is much deeper than Mr. Berle (CONTINUED ON PAGE 48) 


technical legal lines customary with the 
Corporation Bar of New York. Lawyers 
in investment banking matters have not 
contributed constructive standards. In 
vulgar language, the American public 
has had its bellyfull of financial legal- 
istics. What is needed is not the ethical 
standard of the guarded but incomplete 
accuracy of a bond circular; it is the 
ethical standard of business men who 
know each other, dealing among them- 
selves. Any effective Committee of Pub- 
lic Safety must function on the broad 
line of protecting bankers and public 
alike, on the simple premise that unless 
the public is protected, the bankers ul- 
timately go by the board. 

Most of all, there should be an end 
to a certain supine, defensive attitude 
which has been noticeable for some 
years. When things are wrong the job 


is not to endeavor to fight a rear guard 
action, but to work out the necessary 
constructive steps, clean up the situa- 
tion and get into action on the positive 
side. If there have been past mistakes, 
correct them. If there is a cynical pub- 
lic, take it as it comes, remembering 
that the only cure for that cynicism is 
a better record next time. Most of all, 
it must be realized that the job-of the 
investment banker is to maintain stead- 
ily and unimpaired the public confi- 
dence in publicly marketed securities. 
A private group, privately and honor- 
ably supervising in the public interest 
issues which are floated, reorganizations 
which are inevitable, and the endless 
stream of transactions affecting these 
securities in which investment bankers 
play a part, seems a logical step towards 
recreating sound American finance. 
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Secretary Wallace—Farm Bill 


Senator Jos. T. Robinson—Securities Act Senator Norris—Muscle Shoals Bill 


Bills 


A few faces selected from 
groups of Washington leaders 
as they watched the President 


sign and sign and sign 


Senator Wagner— 
The President Unemployment Relief Bill 
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Which Will Be the Silent Partner, Business or Government? 


Will the unification of industry bring new methods 


of capitalization and finance? 


Will the tendency be toward more bond issues and 


less bank borrowing? 


By 


KEYSTONE 


The Two-Year Plan 


FEW years ago, when the Soviet 
Government was inaugurating the 
first Five-Year Plan, any sugges- 

tion that there could be an active work- 
ing partnership between the Government 
of the United States and the industries 
of the country would have been funny. 
But whatever conception American 
business may have had of its relations 
with the Government in Washington at 
a time when business was booming and 
poverty was being abolished, this con- 
ception has been revolutionized by the 
developments of the past four months. 

There may be considerable uncertain- 
ty as to what is meant by a partnership 
between industry and Government. In- 
asmuch as it is to assume general control 
of the partnership the Government can 
hardly be regarded as a silent partner 
in the firm. Since also it has already 
advanced much money directly or in- 
directly in the financing of industry and 
proposes to advance billions of dollars 
more the partnership relation is some- 
thing more than a gesture. 

How far this partnership will travel 
along the road to Russianism remains 
to be seen but it can be certain at least 
that the change in industrial methods 
and industrial outlook effected by the 
act for the control of industry involves 
new considerations of the part bank 
credit is to have in the picture. 

The relations of banking to industry 
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have been radically changed in the past 
seven or eight years,—indeed ever since 
the World War period. Previous to the 
War, industry was accustomed to finance 
itself with moderate capital obtained by 
subscription and by the usual short 
term industrial and commercial loans 
from banks. Under the pressure of war 
the strain upon bank credit became too 
great and the War Finance Corporation 
was set up by the Government as a war 
proposition with a revolving fund of 
$500,000,000. Between 1918 and the 
close of its activities this concern made 
advances to industry, mostly through 
banks, to the amount of $690,431,100. 
With the liquidation of the affairs of the 
War Finance Corporation industry 
again turned to ordinary bank credit 
and normal relations between banks and 
factories continued until well into the 
stock market boom in 1926-1929, par- 
ticularly in 1928. Increasing demand for 
loans for speculative purposes at that 
time, resulting in mounting rates of in- 
terest, and the comparative ease with 
which new stock issues could be floated 
led to a marked change. 

4nstead of borrowing money from 
banks, industry in general, and particu- 
larly large industry, found it easier and 
cheaper to secure working funds by the 
sale of additional corporation stock in 
which banks, under the law, had and 
could have no part. Bank credits for in- 
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dustry, when compared with the volume 
of general financing and of business 
done, were sharply curtailed. Bank 
earnings based upon industrial loans 
were unfavorably affected, banks turned 
to call money loans and similar place- 
ments and the normal relations between 
banking and industry were interrupted. 
The depression brought banking and in- 
dustry into more normal relations but 
upon a much smaller and constantly 
decreasing scale. 

It has been the natural expectancy of 
bankers that, as industrial conditions 
improve, the volume and attractiveness 
of industrial loans will improve. Wheth- 
er that expectancy is to be realized 
depends entirely upon the direction in- 
dustry is to take under its partnership 
relation with the Government. 

There are two principal factors to be 
considered. One is the amount of financ- 
ing of industrial enterprises which the 
Government itself will undertake in this 
partnership arrangement and the other 
is the extent to which combinations 
within each industry affected by the law 
may be allowed to develop. 

The act for the control of industries 
is to be considered in connection with 
the Government’s public works program. 
The theory of the procedure is that the 
Government will spend in the next year 
and a half or so some $3,300,000,000 in 
public works of various sorts, either di- 
rectly or through states, municipalities 
or other governmental agencies, on 
roads, bridges, public buildings, recla- 
mation, forestry, the elimination of 
slums and railroad grade crossings, 
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cheap housing, or anything else any one 
can think of, all as a priming of the 
industrial pump. Industry, stimulated 
by the demand for its products which 
this Government expenditure will entail, 
is expected to take its cue and start 
something of its own. To do so under 
conditions favorable to itself and to the 
labor it employs, it is permitted to oper- 
ate under and through combinations in 
restraint of trade or otherwise within 
such limits as the Government may ap- 
prove. Such is the partnership arrange- 
ment. 

The first test of the relations of bank- 
ing to industry in the immediate future 
will develop in its relation to the $3,- 
300,000,000 priming process. This huge 
sum of money may be spent directly by 
the Federal Government or the latter 
may finance states, municipalities and 
other public bodies or—here is an im- 
portant point—loans may be made to 
a limited number—how limited it does 
not appear—of private corporations en- 
gaged in the construction of projects de- 
voted to public use. Funds for the 
purpose are to be raised by the sale of 
Government bonds whose retirement is 
provided for by a sinking fund to be 
raised by special taxation. 

In this program, accordingly, banks 
are to participate only in so far as they 
may care to purchase Government secur- 
ities issued for the purpose or in the 
temporary financing of manufacturers 
engaged in furnishing such supplies as 
these Government projects may require. 
The latter may offer considerable oppor- 


Banks may have comparatively 
little, or merely an indirect, in- 
terest in maximum hours of labor, 
minimum wage scales and com- 
modity price advances which the 
new law is designed to effect; they 
have a direct and vital interest in 
the financial and credit implica- 
tions of this industrial and social 
revolution 


tunity for profitable short term financ- 
ing. On the other hand the Government 
is prepared to compete with banks in 
furnishing funds for private enterprises 
provided the latter are engaged on 
works of public use. This general pro- 
gram has been anticipated to some ex- 
tent by operations of the Reconstruction 
Finance Corporation in the encourage- 
ment and support of “self-liquidating” 
projects authorized a year ago. Up to 
May 22 the corporation had authorized 
loans for such projects to the amount 
of $203,275,631 of which $26,567,050 
had actually been disbursed. 

When the units of an industry agree 
among themselves or are compelled by 
the Government to agree to eliminate 
unfair competitive practices by estab- 
lishing maximum hours of labor, mini- 
mum rates of pay, standard working 
conditions and business policies and 
practices in conformity with an agreed 
standard the general assumption seems 
to be that thereafter the industry can 
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proceed to serve the public and, if pos- 
sible, make profits under fair competi- 
tive conditions. 

If all the units in an industry were 
upon the same basis as regards equip- 
ment, capital, distributing facilities, 
labor supply, and all other cost factors, 
such would be the case. In actual fact, 
however, there is wide disparity in all 
these factors. While the law expressly 
requires that the “codes of fair competi- 
tion” set up for each industry shall not 
oppress the small unit it is quite evi- 
dent that no code or agreement, in the 
nature of the case, can place the small 
manufacturing unit upon the same 
basis as a large unit in an industry 
which lends itself to mass production. 
No such code can eliminate the ad- 
vantage large capital has in such enter- 
prises in the way of cheaper credit, 
economy in the use of facilities, dis- 
tributing advantages on a national scale, 
comparatively low overhead per unit 
of product, or any other such factors. 
Moreover—and herein is food for much 
thought—the standardizing of wages, 
working conditions, and the like will 
force the standardizing of factory equip- 
ment if the operator of obsolete ma- 
chinery expects to stay in the game. 

On the other hand in times of depres- 
sion such as the present many of the 
smaller units in an industry have an 
advantage. They have less overhead 
loss in plant idleness. They can adapt 
their production more closely to actual 
demand. Most of them have no great 
bond issues (CONTINUED ON PAGE 41) 


The Supreme Court may be 
called upon finally to decide 


whether the industrial control 


plan has a place in the Consti- 


tution (or vice versa) 
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By WALTER E. SPAHR 


Dr. Spahr is professor of economics and 
chairman of the department, School of 
Commerce, New York University. He is 
the author of several widely quoted 
books on business and finance. 


HE popularity of the movement 

to inflate currency is an outstand- 

ing phenomenon of the day. Not 
since the establishment of this Repub- 
lic has there been such widespread sup- 
port of inflation. Never before has it 
been so easy to persuade Congressmen 
to pass inflationary measures. Never be- 
fore has this country seen enacted into 
law more dangerous or a greater variety 
of inflationary measures than those em- 
bodied in the act approved by the Presi- 
dent on May 12. 

The provisions of this law open the 
way for the issue of $3,000,000,000 of 
fiat money, the purchase of $3,000,000,- 
000 of Government securities by the 
Federal Reserve banks, the restoration 
of bimetallism, the devaluation of the 
standard monetary unit, the use of ad- 
ditional silver in our currency system, 
the removal of the tax penalties for 
deficient reserves in the Federal Reserve 
banks, and the making of all coins and 
currencies legal tender for all public 
and private debts. It is difficult to real- 
ize that we have dragged forth all known 
monetary heresies and fallacies, pol- 
ished them up and written them into 
law on the assumption that, under wise 
administration, such measures will lead 
us out of depression and into a state 
of full recovery. Those acquainted with 
the monetary and financial history of 
this country must assuredly pause in 
wonder and amazement at what has 
transpired. 

It seems clear that the general pub- 
lic has little if any appreciation of what 
the provisions of the Act of May 12 
have done and can do to our currency 
system, and it is important that the 
significance of each one be explained to 
the public at the earliest opportunity. 
At this time, unfortunately, we can deal 
only with the broader aspects of the 
question of inflation. 

All people hope and many expect 
that the President will control or 
manipulate our currency in a manner 
that will contribute to a general revival 
of business and to general welfare. Very 
many believe that the quickest, and 
probably the best, way out of our pres- 
ent desperate economic condition is by 
means of currency inflation, and they 
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Legal Tender 


What Is a Dollar’s Worth? 


are glad that Congress has placed in the 
President’s hands such powers. Indeed, 
they are quite willing to take their 
chances on meeting future problems if 
only they can obtain some immediate 
benefits of inflation and be relieved from 
the great debt pressure that is weighing 
them down at present. 

But there is the question of fact as to 
whether the possible evils of inflation 
may or will not far overbalance those 
which it is hoped may be overcome. 
There is the question of how far the 
President may attempt to go in the 
direction of inflation. It is generally 
understood that he intends to use the 
powers given him in a most temperate 
manner. 

Even though this be true, the ques- 
tion still remains as to whether the 
President will be able to control the 
forces which he will unleash once he 
has thoroughly launched a program of 
“controlled inflation”. Doubtless many 
of the so-called sound money advocates 
would rise up to praise the President 
if he demonstrates that he can obtain 


O. M. W. SPRAGUE 


Dr. Sprague, former pro- 
fessor of economics at 
Harvard and in 1930 ap- 
pointed special advisor to 
the Bank of England, has 
now become Executive As- 
sistant to the Secretary of 
the Treasury. The author 
says of him: “If Dr. 
Sprague’s advice is follow- 
ed, it would seem _ that 
sound money advocates 
have considerably less to 
worry about.” 


and control a mild inflation. Yet the 
lessons of monetary history point with 
such monotonous regularity to the in- 
variable failure of such experiments 
that every person well acquainted with 
such history must feel that the Presi- 
dent is playing with fire, and that more 
vigorous warnings should be issued in 
an effort to make him keenly aware of 
the pitfalls lying before him. It is, of 
course, possible that other forces may 
work in favor of business recovery so 
that the President may believe it un- 
necessary and unwise to embark upon 
any such dangerous experiment. 

In a sense, sound money advocates 
have been caught napping. It is prob- 
ably very unfortunate that they have 
not been organized as they were in the 
Nineties—when they did such excel- 
lent work in educating the public against 
the fallacies of greenbackism, bimetal- 
lism, Coin’s Financial School and vari- 
ous weaknesses of the existing money 
and banking system—so that they could 
present a solid front against current 
monetary heresies. In those days the 
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Control? 


Dr. Spahr says, in connection with “controlled inflation”: 


“Inflation carries within 


itself the seeds of disaster. Because of its very nature it cannot be controlled.” The 
columns of figures illustrate what was happening in Germany late in 1923. The strip 
at the right shows the microscopic value of the mark and the shorter strip with fig- 
ures rising into the hundred millions gives the price index based on 1913 as 1 


competent, outstanding, expert authori- 
ties on money and banking questions 
offered a united front against the on- 
slaughts of the cheap money advocates. 
Through their periodical, Sound Cur- 
rency, through handbooks, a speakers’ 
bureau, and various other means, they 
did a remarkably good job of educat- 
ing the public. And on most major 
issues they won their battle. What a 
galaxy of names there was! As mere 
samples one recalls L. Carroll Root, 
Charles A. Conant, A. B. Hepburn, 
Horace White, Leslie M. Shaw, J. 
Lawrence Laughlin, M. B. Hammond, 
Charles N. Fowler, John G. Carlisle, 
James H. Eckels and Lyman J. Gage. 

Those men were able to obtain a 
much better following than can similar 
men today, not only because the latter 
are unorganized but also because many 
journals and newspapers have become 
supporters of inflation and have been 
reluctant to give much space to anti- 
inflationary articles. Although it is prob- 
ably too late to develop any organization 
comparable to the old Reform Club 
Sound Currency Committee, it is the 
duty of every monetary expert to do 
his utmost to influence the monetary 


policies of President Roosevelt and to 
educate the public regarding the dan- 
gers of inflation. 

One of the encouraging events in con- 
nection with the recent drift toward 
inflation is found in the appointment of 
Dr. O. M. W. Sprague as Executive 
Assistant to the Secretary of the 
Treasury. If Dr. Sprague’s advice is fol- 
lowed it would seem that sound money 
advocates will have considerably less to 
worry about. Dr. Sprague’s appoint- 
ment is important to the country. But 
there should be no relaxation of efforts 
to convince every thoughtful person 
that he should not be gullible about this 
business of inflation, and that at least 
he should reconsider carefully the very 
fundamental problems and dangers 
which a program of inflation involves. 
The chief questions or considerations 
which the open minded citizen should 
raise and weigh carefully are the fol- 
lowing. 

Is not inflation being supported on 
the ground that there is supposed to be 
no difference between a rise in the price 
level brought about by inflation and 
one brought about by other forces? 
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The cartoon below, like those on the 
next page, is taken from Sound Cur- 
rency, a periodical pamphlet that op- 
posed the doctrines of “Coin” Harvey 
and William Jennings Bryan during the 
heated debate in the ’Nineties 


FaRMER—“‘ Wheat is only half a crop 
tLis year.” 

Free Sitver Poritictan—‘‘ That's all 
right. We'll have a law passed to make 
two pecks 8 bushel, and then you'll have 


It seems unquestionably true that a as much as usual. 
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Grocer— Yes, prices are just about dout le. 
Wace Earxen—But my wages ure just aboup the same, 


great many people confuse currency in- 
flation with a rising price level and 
that, as a consequence, much unde- 
served support has been given to the 
inflationist movement. Much of this 
confusion is due to the vagueness at- 
taching to the conventional definitions 
of inflation. Most people doubtless real- 
ize that there are times when a steady 
rise in the price level has been due to 
a multitude of factors which make for 
general prosperity, and that there are 
other times when a rise in the price 
level does not bring general prosperity 
but, on the contrary, engenders all sorts 
of unhealthy maladjustments which 
lead to a crisis. Similarly, most people 
probably realize that any rise in the 
price level involves some economic mal- 
adjustments or evils, but that a rise in 
prices resulting from inflation culmi- 
nates in disaster. Nevertheless, most pre- 
vailing definitions of inflation do not 
make these distinctions clear and, con- 
sequently, lead nowhere except to con- 
fusion and disputation. 

A useful definition of inflation, and 
one which does distinguish the healthy 
from the unhealthy economic phenom- 
ena, is the following: Inflation is a 
condition existing to the degree that 
purchasing power is extended, either in 
the form of money or credit, which is 
not fully secured by reserves or col- 
lateral that will liquidate it. It can affect 
an individual, a group of individuals 
or the general mass of individuals, but 
it is not generally recognized as a social 
phenomenon until a great mass of peo- 
ple become involved in its meshes. An 
inflationary process is one thing, the 
fact of actual inflation is another. Actu- 
al inflation is measured by the losses 
sustained as a consequence of the in- 
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“The evils of a depreciated 
and fluctuating currency 
must always fall most 
heavily upon the poor,” 
said one issue of Sound - 
Currency 38 years ago 


The same pamphlet quotes 
Hon. John DeWitt War- 
ner: “The prices of what 
wage earners have to buy 
respond far more prompt- 
ly to changes in the quality 
of money than do wages— 
the prices at which labor is 
sold. . . . Depreciation of 
the dollar, and consequent- 
ly higher prices, is always 
and certainly to his [the 
wage earner’s] damage” 


flationary procedure’s becoming effec- 
tive. Inflation, in general, is the con- 
verse of deflation and, like deflation, 
can take place independently of the 
movement of the price level, although 
inflation is likely to be most pronounced 
during a period of rising prices just as 
deflation is likely to be most pro- 
nounced during a period of falling 
prices. But a price level can rise due 
to the fact that various constructive 
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forces, usually associated with a pe- 
riod of business recovery, have come 
into play, and the result can be a con- 
dition of general prosperity without an 
aftermath of liquidation. When, on the 
other hand, the rise in the price level 
has been engendered by meaiis of cur- 
rency inflation, a disastrous liquidation 
will follow. Our definition makes this 
distinction, and it is a vital one. 

It cannot be emphasized too strongly 


I. (Enslaves) 


Typical examples of jig-saw economics in the Nineties are shown in the chart here 


and the one opposite. The one below represents the “money system that enslaves”, 


in other words the one actually used at the time 
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that people buy and business expands 
when the price level rises as a result 
of constructive forces because of con- 
fidence, and that prices rise and people 
purchase during a period of inflation 
because of fear and in an attempt to 
rescue and save what they can from 
the looting which is taking place and 
from the wreck which will follow. 
Inflation carries within itself the 
seeds of disaster. Because of its very 
nature it cannot be controlled. Prices 
rise at the prospect of inflation, and 
then additional money and credit are 
necessary to support the higher price 
-level. If new money and credit do come 
into circulation in support of the ex- 
isting prices, the latter will rise still 
higher and thus create a new demand 
for additional supporting currency, and 
so, on and on, will go the spiral of 
inflation. If, at any time, the currency 
is not forthcoming, there will be a col- 
lapse. The longer the period during 
which the rise has been taking place, 
the greater is the degree of probability 
that there will be a severe drop in prices 
when the collapse comes. It is for this 
reason that inflation cannot be controlled 
or stopped without a collapse ensuing. 
The proposals to restore the price 
level to that of 1926 or 1929, on the 
assumption that it will restore the mass 
of people to the same relative positions 
that they occupied then, are shot 
through with fallacies. If such a rise 
could be brought about, the great mass 
of people probably would have a pur- 
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Probably no _ class 
would profit more 
from inflation than 
the speculators. .. . 
Everyone should 
know that it is the 
rich that can and 
usually do _ profit 
from inflation.— 
The Author 


chasing power not 
equal to that of 
1929, but even less 
than that of 1933. 
A general inflation, 
in time, pauperizes 
the masses. For a 
while the unem- 
ployed would gain, 
as would the farm- 
ers, the speculators, 
the property holders 
and others. But in 
the end, many of 
them, like the stead- 
ily sinking masses, 
would be carried 
down with the inevit- 
able collapse. 

Probably no class would profit more 
from inflation than the speculators. The 
situation must be amusing to the spec- 
ulators and “the money changers”, who, 
President Roosevelt declared, had “fled 
from their high seats in the temple of 


II. (Liberates) 


“A money system that liberates” is shown below. While the arrows look more like pay their debts “with the price of a 


a diagram of air currents in a furnace system, they were intended to show the beau- 


ties of paper money based on nothing at all 
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our civilization.” Everyone should 
know that it is the rich that can and 
usually do profit from inflation. They 
have learned that if they buy things 
that are durable and of permanent 
value they can escape many of the 
terrible consequences of inflation. In ad- 
dition they have learned to buy on 
credit and give their notes in part pay- 
ment, knowing that later they can re- 


dinner.” This was the practice employed 
by Hugo Stinnes in Germany; and his 
rise to fortune has had its myriad coun- 
terparts in other countries in which in- 
flation has taken place. 

The idea that there is such a thing 
as restoring the people of this country 
to the debt level of 1929 is fallacious for 
the simple reason that it is impossible 
for many individuals to retrace exactly 
the steps by which they descended into 
the depths of the depression. The steps 
caved in also, and when the price level 
begins to rise, or prosperity returns, 
most individuals must find new steps 
back to a higher level of prosperity. 

There has never been a single in- 
stance, insofar as the writer knows, in 
which inflation has brought a period of 
prosperity without an aftermath of 
liquidation. Nor has there been any case 
of inflation (CONTINUED ON PAGE 46) 
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Mr. Puelicher is Chairman of the Public 
Education Commission of the American 
Bankers Association and president of 
the Marshall and Ilsley Bank of Mil- 


waukee, Wisconsin 


A Course in 
Public Relations 


A course, embracing a series of 
conferences on bank public rela- 
tions practice, is shortly to be placed 
in the hands of any American 
banker who may care to make it 
available to members of his own 
organization. Its preparation has 
been under way for some months. 

At its meeting in Augusta last 
April, the Public Education Com- 
mission of the American Bankers 
Association outlined the program 
for this series of conferences on 
customer contact. It was planned 
that these conferences would be 
held in those member banks of 
the Association that cared to take 
advantage of the material pre- 
sented. The Executive Council gave 
its approval to the idea and author- 
ized the Commission to proceed. 
The preparation for the course has 
been under the general supervisicn 
of the Educational Director of the 
American Bankers Association. 
Members of the Financial Adver- 
tisers Association who have had a 
great deal of experience in handling 
public relations problems in the 


Public Education— 


An Announcement 


By JOHN H. PUELICHER 


ship. It is a partnership of the 
banker and his public. It is a part- 
nership of intelligent management and 
intelligent use of services. Such partner- 
ship requires that knowledge which will 
make plain to each its responsibility 
toward the creation of a successful 
banking institution or system. 
Although, to a certain extent, bankers 
have for years realized the help an 
enlightened public intelligence concern- 


Sinn tes banking is a partner- 


large and small banks throughout 
the country have helped in develop- 
ing the material. 

Mr. W. R. Morehouse of Los 
Angeles, who has led such confer- 
ences in his own institution, has 
given a good deal of time to de- 
veloping material which will be of 
assistance to those who will lead 
these conferences in their respec- 
tive banks. 

This course has been prepared 
with two objects in view: to make 
possible intelligent satisfaction of a 
pronounced public desire for a bet- 
ter understanding of banks and 
banking, and to put into the hands 
of those who are most naturally ap- 
proached by the public up-to-date 
material and information. 

My understanding is that full in- 
formation and one complete copy 
of the course will be offered to 
banks without charge and that it is 
to be given within the organization 
of the individual bank or local 
groups of banks. 


ing banking would mean in maintaining 
solvency and high standards, yet little 
effort was put forth toward such ac- 
complishment. Furthermore, public de- 
sire for such knowledge was very latent 
until this economic depression. 

Public hostility to the banks, capped 
by political attacks and embellished by 
all the barbed wit and satire which the 
contemporary stage and press can add 
to the picture, is one of the most ancient 
characteristics of American economic 
depressions. So it was in 1932, just as 
in 1825 and in 1837, 1857, 1873, 1893 
and 1908. So it will be again in 1941, or 
some such year in the future, unless, in 
the meantime, some way can be devel- 
oped to correct the fundamental mis- 
conceptions which give rise to these 
periodic outbursts of widespread fear 
and distrust, and unless we can develop 
in the public a consciousness of the vital 
part it plays in maintaining a success- 
ful banking structure. 

To what extent American banking 
difficulties during the past few years 
have reflected the inexorable trend of 
economic deflation and to what extent 
the deflation itself has been due to psy- 
chological factors rather than sheer in- 
trinsic change in values, can never be 
determined. 

Liquidation originally intended by in- 
dividuals to reap paper profits in 1929 
led quickly to more urgent selling to 
avoid or limit losses. As the snowbail 
gathered size and speed, the avalanche 
of universal frenzy to convert shrinking 
assets into hard cash spread from specu- 
lative common stocks to sound bonds 
and from bonds to real estate and final- 
ly to bank deposits, which were them- 
selves secured largely by assets whose 
market prices had then been depressed 
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to fractions of their earlier sound worth. 

Beyond this point, liquidation could 
not proceed against the utter impossi- 
bility of translating eight dollars of 
bank deposit credit par for par into 
one dollar of existing national currency. 
Thus, the banks bore the final blow and 
stood out in the popular mind as the 
stone wall which had crumbled in time 
of need. 

That there had been mismanagement 
in some banks gave color to public re- 
sentment. That there had been some 
instances of banking dishonesty lent im- 
petus to hostility against all banks. But 
when we have said all of that, we must 
still seek further to account for the 
depth, extent, and intensity of public 
feeling against the banks which pre- 
ceded and followed the declaration of 
the bank holiday in March. 

Do we need to go much further in 
this search than to ask what the banks 
themselves have done to prevent or al- 
lay this popular mistrust and misunder- 
standing by giving the public a clear- 
cut presentation of the banker’s position 
and responsibility in the face of such 
events as the world has passed through 
during these past four years? What have 
we done through the contacts which our 

‘employees have had with our own cus- 
tomers to tell bank customers about 
banking? 

Ignorance supplies the most fertile 
soil for fear to grow in. Widespread, 
unreasoning fear and prejudice are the 
weeds which most quickly choke off and 
destroy the banking credit of a com- 
munity or a nation. The first step in 
cultivating the confidence of the Ameri- 
can people in the strength of our bank- 
ing system is to uproot the general ig- 
norance of banking which has prevailed 
so long. 

The banks, individually and as a 
whole, have been remiss in that re- 
gard, overlooking, until it was too late, 
the vital dependence of modern banks 
upon an enlightened public opinion to- 
ward banking. 

There have been exceptions enough 
to confirm the rule. There will be little 
excuse in the future for an inherently 
solvent, well managed bank to be forced 
to close as a result of nothing more 
tangible than the unfounded mistrust 


In eight chapters, this course will 
cover public relations in its many 
complicated aspects, with especial 
stress on customer psychology and 
plans, ideas and methods for keep- 
ing depositors friendly and familiar 
with the whys and wherefores of 
banking rules and regulations. 
Chapter I treats the problem 
broadly. Chapter II deals with an- 
swering questions. Chapter III goes 
into the development of new ac- 


and blind alarm of its own depositors. 

In meeting this problem of forming 
and informing public opinion, the bank- 
er may follow a path that is already well 
marked and safe to travel by. He may 
apply the same solution which scores of 
large and small banks, in large and small 
communities, have developed and em- 
ployed to their great advantage in pe- 
riods of prosperity no less than in times 
of general panic and depression. The 
process involves nothing more costly 
or complex than his own insistence that 
his institution be clearly and accurately 
reflected to the public, first and most 
directly, through the actions of its own 
employees and, more broadly, through 
a constructive institutional policy of 
public relations activity. 


EMPLOYEE TRAINING FIRST , 


THE fact is that while we have bent 
every effort to improve the science and 
the technique of banking, we have never 
stopped long to consider that the ut- 
most perfection of our loaning prin- 
ciples, our investment standards, our 
accounting methods, and our cost-con- 
trol systems goes for nothing if we still 
fail to insure ourselves against a poorly 
informed public opinion. One of the 
vital defects in American banking is not 
within the banks themselves, but in the 
weakness of the chain of understanding 
and mutual cooperation which links the 
banks to the masses of customers whom 
they serve. How can that defect be 
remedied? 

The process of forming an intelligent 
public opinion of banking begins with 


counts. Chapter IV deals with 
“trouble” customers. Other chap- 
ters take up protection, advertising 
in various phases, the organization 
of a junior board of directors, the 
cutting down of turn-over in cus- 
tomers, the education of the up- 
growing generation in banking and 
many other matters of equal value 
in building and expanding the 
good will, confidence and respect of 
the banking institution’s depositors. 


the proper training of the bank staff-in 
handling their patrons and customers 
with a view to giving them a full under- 
standing of the bank’s functions, regula- 
tions, and limitations. It is a great deal 
more than a mere matter of habitual 
courtesy toward people who deal with 
the bank. It calls for recognition on the 
employee’s part of the viewpoint of the 
man or woman whom he faces across the 
desk or through the teller’s window. It 
demands full realization among the bank 
personnel that the growth and stability 
of the bank rest upon what they do to 
develop the good-will of its circle of cus- 
tomers. It requires a philosophy of in- 
formative helpfulness and responsibility 
toward the public in the mind of every 
clerk, teller, floor man, and executive 


¢ whose duties place him at any time in 
contact with the bank’s customers. 


It involves careful study of the way 
in which to answer a customer’s.ques- 
tions regarding routine details or gen- 
eral matters. It imposes a general 
understanding by the employee of the 
multiple services which his bank offers 
and the way in which the depositor may 
use them to his profit or convenience. 
It may call for some knowledge of the 
history and development of the Ameri- 
can banking system and, certainly, of 
the background and future program of 
the bank itself. Beyond these elementals, 
it requires the training of the bank staff 
in the positive way of treating inquiries, 
in diplomacy, thoughtfulness, firmness, 
knowledge of the facts, familiarity with 
current economic events, and willingness 
to refer to the proper bank officers re- 
quests or questions which the employee 
himself has not the time or the authority 
to handle. 

It may appear from such a schedule 
of subjects that the bank employee who 
aims to further the good will and public 
favor of his institution must combine 
the virtues (CONTINUED ON PAGE 45) 
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RESERVE BOARD 


E. R. Black, Governor of the Federal 
Reserve Board, before the District of 
Columbia Bankers Association on 
June 12: “The policy of the Federal 
Reserve Board will be to do every- 
thing possible to press forward busi- 
ness recovery. The Board will act in- 
dependently, keeping only the return 
of prosperity in view. I could not say 
more than that if I talked all night : % i VETERANS 


on the subject’ 
Senator Bronson U. Cutting, New 


Mexico Republican, was co-author of 

a defeated amendment that would 

have restored millions of dollars in 
veterans payments 


SECURITY ISSUES 


Charles H. March is chairman 
of the Federal Trade Commis- 
sion, which is the body that 
will review new security issues 
under the act signed by Presi- 

dent Roosevelt on May 27 ‘ 


PEACE 


EMPLOYMENT Premier Mussolini’s 4-power “Agreement of 
William Green, president of the American Understanding and Cooperation” was initial- 
Federation of Labor, estimates that employ- ed by Italy, Great Britain, Germany and 
ment has risen 1,629,000 since April 1 France on June 7 in Rome 
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The President 
Signing the 
Banking Bill, 
June 16 


Left to right: Senators 
Barkley, Gore, Glass; 
Currency Comptroller 
O’Connor; Senator 
McAdoo; Representa- 
tive Steagall; Senator 
Fletcher; Representa- 
tive Goldsborough 


EDITORIALS 


Bank Act of 1933 


HE birth of the Federal Reserve System in 1914 was 
j minor incident in our banking history compared 
with the Bank Act of 1933. 

It took 20 years to discover some of the flaws in the 
Federal Reserve System but it will not take that long to 
discover the flaws in the deposit guaranty plan as em- 
bodied in the act just passed. 

“The only thing that appeals to me in the deposit in- 
surance provisions,” said Senator Glass when he was asked 
his opinion of the new law, “is that it will assist toward a 
unified banking system.” Senator Glass is mistaken. 

Events have proved that the guaranty of bank deposits 
violates every conception of a capitalistic society, and that 
it will not work. 


RUBS 


IT creates another place for politics to rub banking and 
wherever the two touch there is trouble for depositors. 
Political “supervision” of banking and “cooperation” with 
banking have been the chief causes of the nation’s bank- 
ing difficulties. Unless the provisions of the guaranty plan 
undergo a radical revision, it is reasonable to assume that 
the plan can be maintained only for a limited time and at 
great cost to the nation in thwarted economic progress. 

The Banking Act of 1933, in addition to the project for 
insuring deposits, is intended to change the banking struc- 
ture in a number of important respects. 


PURPOSES 


AMONG the chief purposes of the act appear to be these: 

Prevention of the use of Federal Reserve credit in stock 
market speculation. 

The divorce of banking from security underwriting 
through security affiliates. 

Federal control of group and chain banks. 

Branch banking within the limits of states permitting it. 

Membership in the Federal Reserve System for Morris 
plan and Mutual Savings banks. 

Permitting 90-day advances to member banks by the 
Reserve banks. 

Giving the Federal Reserve Board authority to control 
the relations of any Reserve bank with a foreign nation or 
banking institution. 


Prohibiting the payment of interest on any deposit pay- 
able unconditionally on demand and giving the Reserve 
Board power to regulate interest on time deposits. 

Prohibiting banks from acting as agent for non-banking 
interests in the placing of loans on securities. 

Prohibiting officers of member banks from borrowing 
from their own institutions and requiring them to report 
loans obtained from other banks. 

Prohibiting national banks from dealing in securities ex- 
cept as agents upon the order of customers and without 
recourse. 

Regulating the voting power of holding companies in 
bank elections. 

Authorizing Federal authorities to oust the management 
of national and state member banks who persist in viola- 
tions of law or in unsound banking practices. 


INSURANCE TERMS 


UNDER the terms of the act there will be set up an 
insurance pool that is supposed to function under a 
temporary arrangement, starting January 1, 1934, “unless 
the President shall by proclamation fix an earlier date.” 
Participating in the temporary insurance fund will be 
Federal Reserve member banks (which have been approved 
by Secretary Woodin), also non-member state banks whose 
solvency has been attested, first by the banking authorities 
of the respective states and, second, by the men in Wash- 
ington administering the insurance fund. 

Beginning January 1 and continuing until July 1, the 
deposits of an individual will be guaranteed up to $2,500. 
On July 1 the temporary fund will be merged into a “Fed- 
eral Deposit Insurance Corporation.” This latter organiza- 
tion will insure deposits (in banks participating in the 
fund) up to $10,000, 75 per cent of deposits between 
$10,000 and $50,000, and 50 per cent of deposits over 
$50,000. 

Non-member state banks may participate in the benefits 
of the permanent fund until July 1, 1936, at which time, 
unless they become members of the Federal Reserve System, 
they must give up the benefits of the insurance fund. 

At the beginning there will be a pool of $450,000,000 
to $500,000,000. The Treasury will supply approximately 
$150,000,000 of this; $150,000,000 will be obtained from the 
surplus of the Federal Reserve banks; and about $150,000,- 
000 from the banks participating in the temporary fund. 
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The banks entering into the temporary corporation will 
do so by subscribing half of 1 per cent of their total de- 
posits. They will pay in half of this sum immediately and 
withhold the other half for payment if needed. This per- 
centage, half of 1 per cent, will apply also to any increase 
in deposits. In other words, as deposits increase the par- 
ticipating banks must put into the temporary fund half of 
1 per cent of such deposits. 

On July 1 the permanent corporation, Federal Deposit 
Insurance Corporation, comes into existence. At that time 
the participating banks will buy stock in the corporation 
equal to half of 1 per cent of their deposits. 

In addition to the simple facts as stated there are a num- 
ber of provisions in the guaranty plan which are somewhat 
obscure and whose meaning will only become apparent in 
the process of working them out. One of these is to the 
effect that the total fund in the pool shall not be allowed 
to fall below one quarter of 1 per cent of the total deposit 
liabilities. If the fund does shrink below this limit the par- 
ticipating banks can be assessed proportionately on their 
deposits. 


Theodore Roosevelt 


years ago Theodore Roosevelt was fighting to 


make the Sherman Anti-Trust Law more effective. He 
was so successful that today the Government must step in 
and forbid industries to obey the stricter provisions of 
the law. 

Under orders from Theodore Roosevelt, the Attorney 
General, Philander C. Knox, brought suit for the dissolu- 


Toward the end of the session... 
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tion of the Northern 
Securities Company. 
This was a holding 
company which the 
President maintain- 
ed was organized in 
violation of the Anti- 
Trust Act. In April, 
1903, the U. S. Cir- 
cuit Court, sitting at 
St. Louis, dissolved 
the company and on 
March 14, 1904, the 
Supreme Court af- 
firmed this decision. 


The Words Are 
American 


NY banking in- 
stitution, in 
making plans for the 
future, must certain- 
ly expect new kinds 
and methods of fi- 
nancing when the 
Government and 
business perfect their 
partnership arrange- 
ment. 

Just what effect will the reorganization of American 
economic life under the industrial control act have upon 
banking? If the question were confined to developments in 
the immediate future the answer would be easy. Industry 
will proceed as heretofore, using bank credit just as in- 
dustry has always used it in the past. 

This reorganization of industry, however, is not a tempo- 
rary affair. The act, of course, is limited to two years, but 
in actual application and in effect on industry, the big idea 
is not temporary. 

No one who has read the act knows exactly what it 
means. Those who claim to know are simply over-confident. 
The words are American but the thought is bearded and 
strongly Muscovitic. 


CARTELS 


TO attempt to remove restrictions on trade combinations 
for two years and then go back to the old rules pro- 
hibiting such combinations is an example of naiveté rare 
even in Washington. Eggs cannot be scrambled, even for a 
little while, with any reasonable expectation that each egg 
can finally be restored to its pristine individuality. 

The control act marks the most important change in 
industrial life in American history. Its effects will extend 
over many years and it is this long term effect on industrial 
financing in relation to banks which is of chief importance. 

In practical operation the “codes of fair competition” 
provided for in the industrial control measure will prob- 
ably become what in Europe have been known as cartels. 
“Codes of fair competition” naturally point to that ration- 
alization of industry which in Europe has made these in- 
dustrial combinations very effective, albeit at times at the 
expense of the consuming public. 
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Motor electric train, as developed by the J. G. Brill Co. in cooperation with O. Kuhler, design engineer 


Transportation—As Amended 


ington, headed more or less direct- 
ly for the sunny South, are two 
lines of railway comprising two com- 
peting systems. They are among what 
may be regarded as major systems, be- 
ing similar in size, the two aggregating 
about 9,500 miles of main trackage. 
The two systems practically parallel 
each other throughout most of their 
territory, serving the same principal 
cities, drawing upon the same clientele, 
carrying the same sort of freight. At 
the present time each of these systems 
runs three principal passenger trains 
daily in each direction throughout the 
length of its lines. These trains are 
among the finest of their respective 
classes in the world—fast, luxuriously 
equipped, expensive in original cost and 
expensive to maintain. They serve the 
public well—much too well, in fact, 
since perhaps three-fourths of the time 


(| out of the city of Wash- 


H, R. 5500 
A BILL 


To relieve the existing national emergency in 
relation to interstate railroad transporta- 
tion, and to amend sections 5, 15a, and 
19a of the Interstate Commerce Act, as 
amended. 


By Mr. Rarsurn 


May 4, 1983 
Referred to the Committee on Interstate and Foreign 
Commerce and ordered to be printed 


their trains are not filled, much of the 
time all but empty. 

There is not the least question that 
either one of these systems could meet 
the essential and proper requirements 
of the traveling public for through 
traffic in the territory they serve. The 
elaborate service of either one or the 
other is sheer waste. Neither line is 
profitable. The bonds of both are at a 
heavy discount, those of one of them 
at little more than nominal value. Even 
if allowed to do so under the law, neither 
could quit the game lest it lose more 
in the deterioration of its property than 
it loses by operation. 

Common sense indicates that if the 
services of these two lines were coordi- 
nated, if the duplication were eliminated 
by cuts on both lines or by alternating 
services and the combined service was 
reduced to what is actually used by the 
public, some of this loss could be pre- 
vented. Common sense also suggests 
that eventually the two lines should be 
combined, much of their duplicate 
trackage scrapped, much of their com- 
bined overhead done away with. With 
the elimination of waste and loss the 
combined system could be made to pay. 
Probably it could be made to pay well 
enough to service the capital and obliga- 
tions of both. 

These two lines are typical of half a 
dozen or more groups scattered all over 
the country whose integration has been 
discussed for years without result. In 
these days of “bold experimentation” in 
governmental and other affairs the 
question arises: Can a big coordinator 


and several little coordinators coordi- 
nate these roads to a point where the 
$14,250,000,000 dollars of their funded 
debt is worth something like what it 
purports to be? The banks of the coun- 
try are interested in the matter to the 
extent of around $1,250,000,000. The 
life insurance companies hold railway 
stocks and bonds to the book value of 
almost $3,000,000,000. Other financial 
institutions have proportional holdings. 
On the answer, therefore, depends not 
only the possible prevention of loss to 
investors generally but also the safety 
and solvency of vast institutions which 
affect nearly every resident of the 
United States. 

Unfortunately, the answer cannot be 
a very definite one. If the coordinators 
were permitted to coordinate without 
hampering restrictions the answer would 
be one thing. If the six-hour, five-day 
week is applied to railway operation the 
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S. 1580 
A BILL 


To relieve the existing national emergency in 
relation to interstate railroad transporta- 
tion, and to amend sections 5, 15a, and 19a 
of the Interstate Commerce Act, as 
amended. 


By Mr. Rosinson of Arkansas 


May 1 (calendar day, May 4), 1933 
Read twice and referred to the Committee on 
Interstate Commerce 
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answer is an entirely different one. If 
unnecessary railway employees cannot 
be dropped economies necessarily will 
be limited. 

Estimates of what proper coordina- 
tion or integration of the railway ser- 
vices of the country would save run as 
high as $700,000,000 a year—more than 
one-fifth of their operating expenses. On 
the other hand the enforcement of the 
30-hour week regulation would cost the 
railways substantially the same amount 
as coordination might save—around 
$600,000,000 is the estimate. Almost 
exactly half of the $4,246,000,000 oper- 
ating revenue of the railways in 1931 
went into employees’ wages and salaries 
—$2,124,783,993 to be exact. So labor 
objects to coordination that will coordi- 
nate. 

Waste due to competition between 
railway systems themselves, however, is 
only one factor in the situation. It 
might be comparatively easy to coordi- 
nate railway services and effect obvious 
economies. A return of the business of 
the country to normal volume might 
then be counted upon to drag these steel 
highway .concerns out of the financial 
mud through which they are now strug- 
gling to make headway. But while the 
railways have been getting into their 
present condition largely by wasteful 
competition other agencies have been at 
work, and it is now evident that the 
business they once enjoyed, which to 
some extent at least justified their ex- 
tensive mileage and elaborate services, 
is not coming back to them with the 


1850 


This is the type of locomotive that was 
being built about 1850, when the Gov- 
ernment began its land grant policy to 
encourage railroad construction in the 
West and Midwest. The first grant was 
of 2,500,000 acres in Illinois, which 


went toward building the Illinois Central 
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return of prosperity. It has gone else- 
where—to automobiles, buses and air- 
planes in passenger lines; to automo- 
biles, trucks, pipe lines and water trans- 
port in freight business. 

This change undoubtedly is perma- 
nent because it represents real service 
and real economy. The trend was in 
this direction long before the current 
business depression. Interstate Com- 
merce Commission authorities cite the 
fact that in 1920 railways carried 
47,000,000,000 passengers one mile 
while in 1930 they carried only 27,000,- 
000,000. In 1920 automobiles and 
buses carried 127,000,000,000 pas- 
sengers one mile while in 1930 they 
carried 359,000,000,000. Even airplanes 
carried 100,000,000 passengers a mile 
last year as compared with practically 
none ten years before. 


NEW SHORT HAUL CARRIERS 


THERE is no doubt that the railways 
would have carried more passengers if 
their rates had been lower. But how 
have lower rates been possible in the 
face of increasing costs of operation per 
passenger mile and increasing losses? 
Doubtless, economies by coordination of 
services will make lower rates prac- 
ticable. Nevertheless, the automobile 
and bus will continue to carry the great- 
er part of the traveling public as a 
matter of comparative convenience in 
short trips if for no other reasons. 

So also in the matter of freight ser- 
vices. It requires no elaborate calcula- 
tions of mile tons to appreciate the fact 
that a truck can carry freight from 
door to door over short distances more 
cheaply than it can be carried from 
the door of the shipper to the railway, 
over the railway and from the railway 
station to the door of the receiver. The 
result is that railways have lost short 
haul business, much express business 
and business involved in all similar de- 
mands upon them. It is quite evident, 
also, that a pipe line can carry oil and 
other liquid freight more cheaply than 


COURTESY DELAWARE AND HUDSON RAILROAD 


1870 


The first important railroad “pool” 
was formed in 1870, during the admin- 
istration of President Grant, and affect- 
ed traffic between Chicago and Omaha 


KEYSTONE 


1887 


Agitation for Federal regulation of the 
railroads culminated in the act that was 
passed on February 4, 1887, creating 
the Interstate Commerce Commission 


SIGNED BY THE PRESIDEN. 


THE INTER-STATE COMMERCE BILL BE- 
COMES A LAW. 

WasHIneton, Feb. 4.—At 5 o’clock this 
afternoon the President signed the Inter-State 
Commerce Commission Dill, and will send word 
of hie action to the Capitol to-morrow without 
any memorandum of protest or explanation. He 
has given a zood deal of attention to the subject 
since the bill came into his hands, and although 
he has been§troubled by doubts as to the cléar- 
ness of some ofits provisions he has at no time |; 
hesitated to declare that some legislation 
was needed, and that a beginning should 
not be spoiled. A “perfect law was 
not to be expected from a body 
in which many conflicting interests are 
represented by active and persistent men. If | 
glaring difficulties become known before thenext 
Congress meets the bill can bs amended, A great 
deal will depend, the Presicout knows, upon the 
men appointed as Commissioners. If they are 
men of integrity as well as ability they will pro- 
ceed bravely but judiciously to carry out the 
provisions of the law, producing as little friction |; 
as possible. The problem presented of selecting 
the five Commissioners is greater than that of 
deciding upon what to do with the bill. There 
are several hundred applicants, very |. 
few of whom are at all fitted for | 
the places. Several men whom the 
President would like to name are not in- 
clined to accept. Mr. John D. Kernan, who is 
still spoken of, is regarded as one of the most 
prowising candidates, for the reason that he has 
nad experience on the New-York Commission. 
While it is not certain that he will be chosen and 
the names of Senators and Representatives have 

‘| been used rather at the instigation of personal 
friends than by reason of any encouragement |. 
from the President, it is regarded as likely that he 
will be one of the Commissioners. The entire 
number will be sent in early enough to give the 
Senate time to confirm them before adjourning. 
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Tong sed NEW-YORK. SATURDAY. JUNE. 20° 1906.-SIXTEEN PAGES 
» , CLOSING SCENES-IN-LONG SESSION) OF CONGRESS. 


Speaker Cannon counting the Republicans .on the tote the tule to clecr up the private calendar-before adjournment. 
(Photographed for New-Yogk Tribune Bureau by Harris-Ewing.> 


FROM THE NEW YORK TRIBUNE 


The Hepburn bill, greatly increasing the power of the Commission and conferring on it the rate-making 
authority, was passed on June 29, 1906, the last day of the first session of the Fifty-ninth Congress. The 
picture above was taken as Speaker Cannon was seeking adjournment. Otto H. Kahn has written that 
“with the Hepburn bill began the modern era of railroad regulation and rate control by commissions” 


1920 


Below, engines of the post-war period, with their ‘char- The Government had taken over the railroads at the end of 
acteristic tall stacks and high dome casings. Lower right, a 1917. They were turned back to their owners in 1920, and 
mail plane and automobile in use at about the same time at the same time Congress passed the Transportation Act, 
on February 28. Its famous section, fixing a fair return 
and providing that any earnings in excess of 6 per cent 
should be paid to the United States, did not take into 
account the vast development of airplane and automobile 
transportation that was to take place in the next decade. It 
seemed that 1920 equipment could meet any competition 
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railways in tank cars. Recognition of 
such facts, however, revolutionizes much 
of the railway business of the country. 

The elimination of the short haul 
business of the railways means that 
tens of thousands of railway stations, 
sidings and enormous trackage are use- 
less, a distinct and definite loss to the 
railways and to the communities they 
serve. Thousands of miles of small rail- 
ways with their entire plant, equipment, 
personnel and invested capital are un- 
necessary. Railways have been recog- 
nizing this fact for some time. They 
have been permitted to discontinue 
much of this service and have sought 
authority to discontinue more. 

The railways of the country in the 
future, in short, will be compelled for 
basic economic reasons to confine them- 
selves to long haul passenger and freight 
services, supplemented by suburban and 
bus services in both freight and pas- 
senger lines. They are already making 
the change. In 1926, 25 railways were 
operating bus services to supplement 
their rail lines. By 1931, 80 railways 
were following the practice and the 
number of rail line buses rose from 
450 in 1926 to over 5,000 in 1931. 
Twenty railway lines were operating 
about 1,600 trucks in freight services in 
1926; in 1931, 85 lines were operating 
nearly 11,000 trucks. The coordination 
of railway passenger services with trans- 
continental air lines has been in suc- 
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cessful operation for more than a year. 
The coordination of railway freight 
services with pipe lines and water trans- 
port has long been a general practice 
where conditions have been favorable 
or cooperation has been necessary. 
There is no question of supplanting 
the railways in their necessary and 
proper function by these new means of 
transport. Railways are still and likely 
to remain indefinitely the backbone of 
the nation’s transport system, its chief 
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A modern airplane landing field, with a 
plane taking on passengers, and, shown 
below it, the doubledeck type of bus now 
widely used on transcontinental routes 


circulating medium, the very core of 
its commercial and industrial life. New 
means of transport are largely supple- 
mental to the railways, and any weak- 
ening of the latter may leave the country 
with insufficient and inefficient trans- 
portation facilities at a time when the 
latter are necessary for its life, not to 
mention its prosperity. Nevertheless 
transportation has entered upon a new 
phase of its steady development in this 
country. The railways have been per- 
forming certain services which can now 
be better performed by other agencies. 
It is for the purpose of strengthening 
the railways, rather than weakening 
them, that this fact must be recognized 
and the railways freed from functions 
which have become a burden to them. 

Objection to reorganization, as above 
indicated, comes chiefly from labor. 
The position of labor can readily be 
understood—reorganization or coordi- 
nation means less operation and there- 
fore less labor. Labor’s objections are 
supported by local complaints over 
every effort to cut present services. 
Town pride is wounded however little 
a town’s use of the railway justifies its 
complaints. 

There are also several more legitimate 
reasons why the Government cannot 
coordinate and combine these roads at 
one fell (CONTINUED ON PAGE 52) 
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The Condition of BUSINESS 


A Triumph of Perverse Economics 


HE means which the administration has found for 

vitalizing bank deposits have caused the forward 

surge of business activity and security and com- 
modity prices to be most emphatically extended. Those 
who have attempted to raise doubts whether a rally so 
conceived was soundly based and could long endure 
have been all but bowled over by the upward rush of 
business indexes and prices of all kinds, and their half 
spoken musings about the durability of the recovery 
have been made to seem the carpings of a rejected 
adviser. 

Unmistakably the first blood in the economic con- 
troversy between the orthodox economists and the cur- 
rency managers has been drawn by the latter. Within 
two months after the gold standard was rejected in the 
third week of April steel mill activity had risen from 
23 to 47 per cent of capacity, a decline of 4.8 per cent 
in electric power production as compared with a year 
ago had been changed to an increase of 7.4 per cent, 
wheat had gone up 10 cents a bushel and cotton 2 cents 
a pound, the deficiency in bank debits as against a 
year ago had fallen from 27.5 per cent to 9.7 per cent 
for the whole country, the index of sensitive commod- 
ity prices (paper basis) had advanced 35.6 per cent, 
the appreciation in listed stock and bond prices had 
amounted to nearly $15,000,000,000, and, with stock 


trading footing up to from 5,000,000 to 6,000,000 
shares a day, the brokerage business had been con- 
verted from a losing to an eminently profitable bus- 
iness. 

The higher trade and price indexes do not constitute 
the only signs of improvement that are to be found. 
Sentiment among many business men is better, and 
there has been more of a willingness to build up inven- 
tory for an expected future demand than trade and in- 
dustry have known in recent years. Unemployment is 
decreasing, basic wage rates are being raised on all 
sides; the public’s purchasing power is not only in- 
creasing but is actually being used to an encouraging 
degree, as witness the distinct betterment in retail sales 
of department stores, automobile sales, etc. 

Any catalog of the heartening aspects in the business 
situation would have to give a prominent position to 
the stability of the banking structure since mid- 
March, with the improved quality of credit compen- 
sating for the loss in volume occasioned by inability of 
certain banks to obtain licenses to reopen; the inaugu- 
ration of the Federal Reserve’s open market securities 
buying campaign, the sweeping gains in bond prices 
and the notable firmness of the Government bond list. 

The showing of bank debits might be taken to indi- 
cate that, while New York (CONTINUED ON PAGE 42) 
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How, in a practical way, may the trust 
men of the United States effectively 


bring about such reforms in the organi- 
zation of trust institutions as they desire? 
The purpose here is to suggest a definite 


course of procedure which, if followed 


out, should produce the desired results. 


going reorganization. Meanwhile, 

trust departments of banks will 
also undergo some measure of reorgan- 
ization necessitated by changes in the 
banking structure. 

In the United States, trust business is 
confined almost wholly to corporations 
that are engaged in banking also. The 
advantages to the public of being able 
to do their banking and their trust busi- 
ness with the same institution will make 
those who are engaged in the reorganiza- 
tion of banking disposed to continue the 
association of banking and trust busi- 
ness as separate departments of the same 
corporations. At the same time, banking 
and trust functions are so essentially 
different that the complete separation 
of the banking and the trust depart- 
ments in all of their operative and ad- 
ministrative functions will be all the 
more emphasized. 

The closing of banks with trust de- 
partments, which culminated in the 
nationwide bank holiday on March 6, 
has raised three questions with regard 
to trust departments of banks in gen- 
eral and with regard to the trust depart- 
ments of closed banks in particular: 
namely, (1) to what extent are unin- 
vested trust funds on deposit protected 
in case of the closing of the depositary 
bank, whether it is the bank which is 
also the trustee or some other bank? 
(2) to what extent are the properties of 
one trust kept separate from those of 


banking is now under- 


every other trust and separate also from 
the properties of the bank? and (3) to 
what extent is the bank or its officers or 
directors influenced by self-serving con- 
siderations in the acceptance and per- 
formance of trust business? 

For two of these three questions, the 
second and the third, trust institutions 
have definite answers. The answer to the 
first question rests, not with trust in- 
stitutions, but with legislatures. 


ANSWERS 2 AND 3 


AS TO the segregation of trust proper- 
ties, trust institutions have consistently 
maintained that there must always and 
without exception be complete separa- 
tion. Quite apart from the illegality of 
commingling trust properties, trust in- 
stitutions have learned from the experi- 
ence of individual trustees that the 
commingling of trust properties will in- 
variably lead to tragic consequences— 
tragic to the trust properties, tragic to 
the trustee and tragic to the beneficiaries. 

Trust institutions welcome legislation 
or regulation, if any is needed, to make 
separation absolute and complete. In 
their Statement of Principles recently 
issued they say, “The properties of each 
trust should be kept separate from those 
of all other trusts and separate also 
from the properties of the trust institu- 
tion itself.” If here and there inexperi- 
enced banks, like inexperienced individ- 
uals, do mingle trust properties, they do 
not to any degree reflect the practice 


THE organization of trust institutions is so technical that legisla- 
tion affecting them should not be undertaken without the well con- 
sidered thought of experienced trust men. The legislators will wel- 
come constructive suggestions from trust men. But, unless trust 
men take the initiative and begin now to crystallize constructive 
suggestions, the legislators will themselves, without the benefit of 
the suggestions of trust men, undertake to shape the legislation | 
deemed necessary to relate commercial banking and trust business. 


Trusteeship 


of trust institutions taken in general. 

Trust institutions are equally out- 
spoken, determined and uncompromis- 
ing in the principle that neither the cor- 
poration nor its officers nor its directors 
shall have any personal financial stake 
or interest, direct or indirect, in the trust 
properties. Going further, they assert 
that a trust institution should not ac- 
cept or decline trust business out of con- 
sideration for the effect of such accep- 
tance or declination upon other depart- 
ments of the corporation. In other 
words, they take the position that trust 
business must be accepted or declined 
and, if accepted, must be performed ab- 
solutely on its own merits with an eye 
single to the best interests of the bene- 
ficiaries. 

They take the position, still further, 
that the first consideration of a trust 
institution should be the best interests 
of the beneficiaries, and that the profits 
to the stockholders of the institution 
must always be subordinate to service 
to beneficiaries. Trust institutions have 
recently spoken in no uncertain terms 
in their Statement of Principles. “It is 
the duty of a trustee to administer a 
trust solely in the interest of the bene- 
ficiaries without permitting the intru- 
sion of interests of the trustee or third 
parties that may in any way conflict 
with the interests of the trust.” “It is 
a fundamental principle,” the Statement 
continues, “that a trustee should not 
have any personal financial interest, di- 
rect or indirect, in the trust investments, 
bought for or sold to the trusts of which 
it is trustee, and that it should not pur- 
chase for itself any securities or other 
property from any of its trusts. Accord- 
ingly, it follows that a trust institution 
should not buy for or sell to its estates 
or trusts any securities or other property 
in which it, or its affiliate, has any per- 
sonal financial interest, and should not 
purchase for itself, or its affiliate, any 
securities or other property from its es- 
tates or trusts.” 

If there have been occasional instances 
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® To what extent are uninvested trust funds on deposit protected in case of the closing of the 


depositary bank, whether it is the bank which is also the trustee or some other bank? 


® To what extent are the properties of one trust kept separate from those of every other trust 


and separate also from the properties of the bank? 


® To what extent is the bank or its officers or directors influenced by self-serving considera- 


tions in the acceptance and performance of trust business? 


in which inexperienced or indiscreet 
trust institutions have dealt with them- 
selves, even though in so doing it seemed 
to be for the best interest of the trust, 
such self-dealing has not had the sanc- 
tion of trust institutions in general, nor 
does it represent their practice. Self- 
dealing is already improper and trust 
institutions welcome regulation that 
would still further affirm its illegality. 


FOR LEGISLATURES TO DO 


AS TO the protection of uninvested 
trust funds, recent experience with banks 
has shown that much remains to be 
done. The blame for its not having 
been done before rests, not at the door 
of the trust institutions themselves, but 
rather at the door of the legislatures. 
In some states, the uninvested trust 
funds on deposit in the banking depart- 
ment of the institution that is also trus- 
tee are absolutely protected in that, in 
the event of the failure of the bank, the 
trust deposits are treated as special de- 
posits and not subject to the general 
claims of creditors. In other states, un- 
invested trust funds, even though on 
deposit in the banking department of 
the bank or trust company that fails, 
are treated as general deposits, coming 
in with other depositors to share as gen- 
eral creditors. 

But what of uninvested trust funds 
on deposit in a bank that is not also 
trustee? In quite a number of states, a 
bank or trust company as trustee is not 
permitted to carry its uninvested trust 
funds in its own banking department. 
Or what about the uninvested trust 
fands of individual trustees? Suppose 
Bank A fails, which has on deposit cer- 
tain trust funds belonging to trust es- 
tates of which it is trustee and has on 
deposit also other trust funds belonging 
to individual trustees. Are the unin- 
vested funds of its own trusts to be pro- 
tected and those of individual trustees 
not to be protected? These questions 
are raised, not to suggest the answer 
now, but to suggest that some of our 


state legislatures still have a consider- 
able way to go in throwing ample safe- 
guards around uninvested trust funds. 

Nor are these all of the questions re- 
lating to trust business that have arisen 
out of the bank suspensions and bank 
holiday. For instance, what should be 
the capital requirements of trust insti- 
tutions? Should the capital requirements 
of a corporation that is to engage in 
trust business be higher than those of a 
corporation that is to engage in banking 
and trust business or in banking business 
alone? Is it practical to set aside a defi- 
nite portion of the capital of a corpora- 
tion for the exclusive use and protection 
of trust business? Is it practicable to re- 
quire trust institutions to carry with the 
banking authorities securities or an in- 
demnifying bond of a certain amount as 
a general protection to its trust busi- 
ness? To what extent are trust institu- 
tions now required to give sureties on 
their bonds in connection with their es- 
tates and court trusts? These are typical 
of the questions raised in connection 
with the protection of trust properties. 

Another set of questions relates to 
the examination of trust departments by 
the Federal and state banking author- 
ities. Formerly, more so than now, the 
examination of trust departments was 
largely superficial. This was, of course, 


due to the fact that the examiners were 
themselves largely inexperienced with 
technical trust department operations. 
In late years the examination of trust 
departments has been committed to ex- 
aminers who are thoroughly experienced 
in trust business and the examination 
has been quite as thoroughgoing as that 
of the banking department. But there is 
not yet much uniformity among the 
state banks and trust companies as to 
the scope and extent of the examination. 


PUBLICITY 


STILL another point on which there is 
a diversity of practice and opinion re- 
lates to the publication of the totals of 
trust assets of trust institutions. Some 
states require publication of these assets 
along with the publication of the condi- 
tion of the bank. Other states do not 
require the publication of trust assets. 
Where publication is not required by 
law, some trust institutions voluntarily 
publish their trust assets and others do 
not. Where they are published, whether 
voluntary or required, the publication 
is an absolute futility unless there is a 
uniform method of valuing trust prop- 
erties. Even where the publication of 
trust assets is required, the practice in 
many instances is to let the trust in- 
stitutions de- (CONTINUED ON PAGE 60) 


AS to the protection of uninvested trust funds, recent experience 
with banks has shown that much remains to be done. The blame 
for its not having been done before rests, not at the door of the 
trust institutions themselves, but rather at the door of the legisla- 
tures. In some states, the uninvested trust funds on deposit in the 
banking department of the institution that is also trustee are ab- 
solutely protected in that, in the event of the failure of the bank, 
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Recovery 


Answers to the JOURNAL’S June Question: 
“How Can Banks Participate Most Effee- 


tively in President Roosevelt’s Program?” 


KEYSTONE 
Columns at the main entrance of the White House 


Constructive 


I 1. Accept the President’s leadership in whatever 
* action seems expedient, and cooperate publicly 
and privately with the Administration program; 

2. Correct any weaknesses in the banking structure 
that can be corrected without legislation; 

3. Accept new legislation with good grace and show 
that banking has enough of the pioneer spirit to blaze 
new trails in new and strange territory; 

4. Remove every possible hindrance to a restora- 
tion of public confidence; 

5. Let the public know that ample credit is avail- 
able for all legitimate business needs; 

6. Educate the public to the idea that business is 
entitled to a fair profit; 

7. Insist upon a fair profit for banking services; 

8. Contribute and tolerate only constructive criti- 
cism. 


In announcing the selections this month it should be 
emphasized that the opinions expressed by the authors are 


not necessarily the opinions of the judges. 


I. Roger W. Haglund, Citizens National Trust & Savings 
Bank, Los Angeles, California. 


II. John L. Turnbull, Jr., Haddon Heights, N. J. 


III. B. O. Moody, Amherst, Mass. 
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The Authors 


Strength 


Il To be in a position to help others we must first 


* help ourselves: 
1. Strengthen the bank. 

A. Liquidation of unsound assets. 

B. Liquidation of affiliates, real estate, non- 
liquid and non-banking enterprises spon- 
sored to manage recently acquired assets. 

. Reduction of overhead. 
(1) Unnecessary building equipment and 
duplicate branches. 
(2) Obsolete systems and services. 
D. Reduction of expenditures. 
(1) Unwarranted dividends. 
(2) Unproductive advertising and services. 
2. Place funds obtained in conservative com- 
mercial enterprises. 
3. Professionalize banking. 
A. Develop personnel and a code of ethics 
that would put sound banking first. 
4, Cooperate with equitable reorganizations. 
5. Cooperate with sound local enterprises. 
6. Cooperate with general program of wage in- 
creases, debt reduction, industrial planning. 
7. Help coordinate the Federal Reserve System. 
8. Help unify the banking systems regardless of 
local preference. 
9. Support Government supervision. 
10. Support branch banking. 
11. Support Government financing. 
(CONTINUED ON PAGE 40) 


IV. L. E. Fichthorn, Jr., Chase National Bank, New York, 


. Fred L. Chapman, First Minneapolis Company, Minne- 


apolis, Minn. 
. Joseph F. Martin, First National Bank, St. Joseph, Mo. 


. Gene Woods, First National Bank & Trust Co., Helena, 


Montana. 
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I¢ your bank operated 


RECORDAK you would be 


appalled at the waste in 


older systems 


You'd scoff at the idea 
of going back to the 
costly ordinary methods 


HE banker who uses Recordak knows 

better than any one else the practical 
savings it brings. He knows that to return 
to old-fashioned ways would be like throw- 
ing money out the window. He’d have to hire 
more bookkeepers, buy bookkeeping machines, 
provide more floor space for files, double the 
stationery expense. He couldn’t, as a bank ex- 
ecutive, justify such folly. 

Nor can any bank executive afford to ignore 
Recordak savings. In the bookkeeping depart- 
ment the Recordak Photographic Plan of Single 
Posting saves a third in labor, 40% in machines, 
dispenses with half the stationery older systems 
require, and saves up to 90% in filing space. 
By photographing the checks to be forwarded, 


Recordak saves 40% in transit operating costs. 
It affords real protection against fraud. 


Write today for new portfolio of facts 
Recordak can be easily and quickly installed in any 
bank without one cent of new capital investment. It is 
rented, not sold. And its savings start the day you put 
it in. A new portfolio, just issued, gives you the entire 
story. A letter brings it by return mail. 


RECORDAK 


INVESTIGATE 
RECORDAK SERVICE 


Request the new 

portfolio which 

explains modern 
Recordak Systems. 


CORPORATION 


Subsidiary of Eastman Kodak Company 
350 Madison Avenue, New York City 


‘ 
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New Ideas 
Il THE bankers of America can 
e help Mr. Roosevelt by keeping 
their minds open to the new plans and 
ideas which are being developed for the 
recovery of business. They should in- 
vestigate each new plan with the view 
of using whatever may be sound and 
good, rather than condemn everything 
because it is different. 

Specifically—Every banker should: 

1. Steadily improve the basic condi- 
tion of his institution as business and 
the market improve. 

2. Investigate every new request for 
credit with an open mind and go as far 
as good business and the condition of 
his bank will permit, in releasing money 
for sound purposes. 

3. Place each department of his bank 
on a paying basis, if possible, making 
charges where necessary, so that the 
bank’s investment money will not have 
to go rate-hunting. 

4. Remember that a bank is not a 
speculative institution but a guardian 
of other people’s money. 

5. Be human. 


Act 
I A. Bank Rehabilitation. 
1. Keep solvent. 

. Demand capable executives. 

. Reduce directorates. 

. Divorce security affiliates. 

. Curtail loans to bank direc- 
tors, officers and _ officers’ 
families. 

. Place public and private de- 
posits in the same status. 

. Control shifting of large com- 
mercial deposits. 

8. Have all banks Federal Re- 
serve members. 
9. Create branch banking within 
Federal Reserve districts. 
10. Promote effective coordination 
of Federal Reserve activities. 
B. Business Activity. 
1. Increase sound commercial 
loans. 
2, Maintain low rates on com- 
mercial paper and discounts. 
3. Aid credit expansion by buy- 
ing Government bonds. 
. Prevent loans for market and 
real estate speculation. 
. Extend present loans where 
advisable. 
. Delay mortgage foreclosures. 
. Maintain policy of sound and 
stabilized money. 
. Extend “standstill” 
ments. 


agree- 
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On vacation. ... 


C. Favorable Legislation. 

1. Make all state branch bank- 
ing laws uniform. 

2. Adopt gold reserve which fluc- 
tuates in proportion to actual 
circulation. 

. Permanently adopt Federal 
Reserve’s present borrowing 
regulations. 

. Enforce stricter Federal Re- 
serve control of bank manage- 
ment. 

D. Create public cooperation through 
channels of the quarter mil- 
lion bank employees. 


Carry On 


V 1. Cooperate actively with indus- 
¢ try in its endeavor to stabilize 
wages. 

2. Eliminate unfair competition and 
restore economic order and prosperity 
by using the bank’s influence and fa- 
cilities to accomplish these aims. 

3. Exercise intelligent optimism. 

4, Put teeth or enforcing power be- 
hind a simple and effective code of 
ethics through the American Bankers 
Association with the Government assist- 
ing in its enforcement if required. 

5. Continue advertising the part the 
bank is taking and can take in this 
planned return to prosperity. 

6. Prepare now to be ready to assist 
the Government in its financing and 
short and long term debt conversion op- 
erations which are absolutely necessary 
to the successful culmination of the pro- 
gram. 

7. Insist on every possible economy 


in all local 
8. Carry on. 


and state government. 


Leadership 


V REQUIRE that bank officers 
e be real bankers, with a thor- 
ough and sound knowledge of the man- 
agement of the credit which they are to 
dispense to commerce, industry, agricul- 
ture and other business enterprises. 

Train staffs to build a friendly, sound 
and solid basis of understanding and 
cooperation between the institution and 
its customers. 

Discard blind, unreasoning fear and 
give impetus to President Roosevelt's 
program by becoming more liberal in 
the granting of credit, where it is need- 
ed, and more lenient in dealing with 
embarrassed concerns and individuals 
whose basic economic structure is sound, 
thus. avoiding needless injury to our 
economic system and helping to speed 
recovery. 

Belong to the Federal Reserve Sys- 
tem and thus form a unified banking 
structure, eliminating discord and un- 
healthy competition. 

Leadership in this period of recon- 
struction must ultimately come from 
within the economic system. 

Banks should assume this leadership. 


Help Farmers 


Vil 1. Prepare a form letter for 
e farmer customers urging them 
either to take advantage of “options” or 
of acreage leasing. Refuse seasonal loans 
to those who will not agree to limit pro- 
duction in some way. 

2. Voluntarily give the farmer the 
same relief the Government gives him— 
reduction of interest and a two-year 
respite from foreclosure—thus saving 
strain on the Federal Treasury. 

3. Compel full reports on security 
issues that are not for interstate sale 
and, therefore, not under the Federal 
Securities Act. 

4. Buy, sell and lend money on Fed- 
erally registered securities only. 

5. Remodel the interior of the bank 
building now, thus giving jobs and sup- 
plementing the public works program 
with private construction. 

6. Have a “new works” campaign 
emanate from the bank and be actively 
encouraged by its officers and em- 
ployees. Deliberately but discreetly look 
for places to lend, and quietly encourage 
responsible customers to borrow. Lend- 
ing freely but wisely is the bank’s great- 
est opportunity for participation. 


ra 
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or funded debts that they must serve. 

The factors of inequality when in- 
dustrial units operate independently 
lead to the cutting of prices, low wages 
and unfavorable working conditions 
which the industries control act is de- 
signed to prevent. Within a combina- 
tion such as the codes of fair competi- 
tion they lead to inequality of earnings, 
restlessness, broken agreements and 
constant friction which in time result 
in the concentration of the whole indus- 
try into large units either by the pur- 
chase of the small units by the large 
concerns or by an air-tight combination 
of all units under one organization 
which becomes a single unit rather than 
a cartel and more or less of a monopoly. 
Such has been the experience in Europe. 

In Germany cartels led to the organ- 
ization of the I. G. Farbenindustrie 
A.G., otherwise known as the “dye 
trust”, the largest corporation in 
Europe. The German steel interests have 
been concentrated into four or five con- 
cerns all of which operate in close cartel 
relations. The “potash trust” is another 
combination which has developed into 
the control of about three-fourths of the 
potash production by three concerns 
which cooperate through exchange of 
shares. There have been similar results 
in France, The Netherlands, Belgium, 
Switzerland and Scandinavia in lesser 
degree. The United States itself has not 
only had similar experience in the past 
but in some respects it led the procession 
in the formation of great trusts and 
combinations before the Sherman Anti- 
Trust Act was passed. 


UNIFICATION 


UNDER the partnership arrangement 
between industry and Government it 
may be assumed that monopolistic and 
restrictive tendencies inherent in trusts 
or other combinations will be reduced 
to a minimum, but the plain fact of the 
matter is that the industry control act 
cannot accomplish the purpose for 


of approach to it results in new methods 
of capitalization and operating finance. 
The tendency is to more bond issues 
and less bank borrowing. From the bank 
standpoint they mean more investments 
and less loans. The very stability in in- 
dustry which the new combinations are 
expected or at least designed to effect 
tends to longer term financing. There is 
no reason to anticipate any different 
results of combinations in the United 
States from those in Germany where 
they have led to the immense industrial 
loans which such combinations have 
placed in the past few years, almost en- 
tirely, it so happens, in the United 
States. In 1926, 1927 and 1928 German 
industrial corporations operating under 
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cartel arrangements placed over $200,- 
000,000 in loans in the United States 
in publicly offered issues alone in addi- 
tion to which there were rather heavy 
investments by Americans directly in- 
terested in some of the cartel combina- 
tions. 

There have been other results in Ger- 
many not so promising for that indi- 
vidualism in industrial management 
which has been regarded as important 
in this country. The concentration of 
German industry and its borrowings 
from German banks and from the 
United States through German banks 
have given over practical control of in- 
dustry to the banks. Industrialists have 
become bankers and bankers industrial- 
ists. There is the same tendency in the 
United States already apparent in the 
management of the country’s largest in- 
dustries and under the combinations 
now possible one can envision a future 
in which American industry generally 
will be closely allied with large invest- 
ment banking interests through the me- 
dium of the investment loans on which 
major industry in future will be based. 
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which it has been enacted without a 
progressive trend toward the unification 
of each industry resulting from condi- 
tions arising within it. 

Unification or any reasonable degree 
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was leading the recovery, the improve- 
ment was being diffused throughout the 
country. In the week ended April 12 
bank debits were 27.5 per cent below the 
figure for the previous year. By the last 
week of May the decline had been cut 
down to 9.7 per cent, and by the first 
week of June debits were 2.5 per cent 
above the total for a year ago. This re- 
sult was achieved by a rise in New York 
City debits (where most of the securi- 
ties buying and much of the commodity 
buying centered) to a point 8.1 per cent 
above a year ago and the narrowing of 
the decline outside New York to a fig- 
ure of 3.1 per cent, as against a decline 
of 30.0 per cent in the first half of April. 


BEYOND THE FIGURES 
THOSE who, in investigating the state 
of business, were inclined to look beyond 
the figures themselves, however, were 
wondering how much weight should be 
given to the fact that not all of the in- 
crease in buying could be attributed di- 
rectly to business gains, but was trace- 
able to flight from the dollar. In 1931 
and again in 1932 the Federal Reserve 
made a bold effort to influence depos- 
itors to turn from bank balances to in- 
vestments and consumption goods, and 
it did this by making bank 
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the real inflation stampede would begin. 

Now the business recovery since the 
middle of March has been due, in part, 
to what might be regarded as natural 
forces and, in part, to resort by the ad- 
ministration to stimulants that must be 


considered, so far as economic tradition 


goes, artificial. The two forces together 
have enabled business to experience one 
of the most violent snap-backs on rec- 
ord. The recovery has been viewed with 
mixed emotions in some _ quarters, 
though, because of the significance which 
must be attached to that portion of the 
price advance which can only be classed 
as inflationary. 

That portion is measurable. On April 
17, or just before the United States 
ceased to adhere to the gold standard, 
Moody’s daily index of fifteen sensitive 
commodity prices stood at 91.3. By 
May 1 it had risen to 105.9, by May 31 
to 120.7 and by mid-June to 123.8. 
These computations are based on the 
paper dollar. If one gauges the com- 
modity price advance in gold terms, by 
relating it to the price of gold in the 
London open market, one discovers that 
the index declined from 91.3 on April 17 
to 90.8 on May 1 and then rose to 100.8 
on May 31 and 102.0 in mid-June. The 


fifteen commodities, in other words, were 
up 11.7 per cent in gold and 35.6 per 
cent in paper in this period. One might 
refer to the rise in gold terms as due to 
genuine improvement and to the differ- 
ence between that figure and the per- 
centage increase in paper as due, not to 
confidence that better times were ahead, 
but to fear of inflation. 


TRADE ISOLATION? 


THE extra rise of commodity prices in 
terms of paper has been an influence in 
the direction of isolating the United 
States from the channels of world trade. 
Instead of allowing the dollar to enjoy 
the trade advantage which its depreci- 
ation called for, much of the world has 
taken retaliatory measures, the paper 
standard countries by attempting to re- 
tain most of their relative depreciation 
in terms of the dollar, the gold standard 
countries, as for example France, by lay- 
ing plans openly to raise the surtax on 
American imports. 

The upturn in commodity prices since 
gold support was withdrawn from the 
dollar has exceeded the depreciation in 
the dollar substantially, as the maximum 
discount in the currency up to June 
15 was 20 per cent. In the aggregate, 

therefore, the competitive po- 


deposits less attractive. The 
banks themselves with excess 
reserves came under the head- 
ing of depositors with idle 
funds, and that they were put- 
ting their funds to work was 
clearly shown by the rise in 
bank credit of $788,000,000 
from July to October. 

This orderly method of en- 
ergizing bank deposits did 
not, however, appeal to the 
present group of economic ad- 
visers of the President. A 
quicker means was sought, 
and the advisers hit on the 
device of cheapening the dol- 
lar a little and threatening to 
cheapen it more. Equities and 
property then certainly be- 
came more desirable to indi- 
vidual depositors than were 
dollars, while corporations, 
for their part, began to use 
surplus cash, and here and 
there they borrowed a little 
to buy commodities, lay in 
manufactured goods and 
make necessary repairs to 


Exhibit A In The London Geological Museum 


ECONOMIC 
CONFERENCE, 


sition of the United States in 
world markets has been wors- 
ened instead of improved by 
the abandonment of gold; 
and, in addition, the rest of 
the world has not been able 
to take full advantage of the 
rise in prices here because of 
the tariff barriers that remain 
in force. 

It should be borne in mind 
that, in spite of the zeal which 
Secretary of State Hull, the 
chief delegate at the London 
economic conference, has 
shown in the cause of a more 
free exchange of goods, the 
administration has uncon- 
cealedly embarked on a pol- 
icy of economic nationalism. 
Such a course involves nu- 
merous and painful adjust- 
ments in the economic life 
of the country. The necessity 
of making these adjustments 
is one reason why it is well to 
appraise carefully the exuber- 
ance which the markets have 
been displaying during the 


plant and equipment before 


DUFFY IN THE BALTIMORE SUN 


last eventful weeks. 
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1863 


lL, a small, almost frontier city, 
The First National Bank of Chicago 
was organized in 1863. Its growth has 
reflected the growth of the territory 
of which Chicago is the commercial 
center. 


From little more than a local bank the 
First National has developed world- 
wide connections with facilities for 
the prompt and efficient handling of 
financial business. 


Through the Banks and Bankers 
Division correspondents have an 
intimate personal contact with 
business developments, national and 
international. 


New business is invited. 


The First National 
Bank of Chicago 


CHARTER NUMBER EIGHT 
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Events and Information 


The American Institute 
of Banking 


RAWING more than 2,500 dele- 

gates from every section of the 

country by means of one of the 
most comprehensive programs ever de- 
veloped for the betterment of banking, 
the Thirty-First Annual Convention of 
the American Institute of Banking was 
held at the Palmer House in Chicago, 
June 12th to 16th. 

The Institute is the world’s largest 
educational group, with a membership 
of nearly 60,000. Its graduates fill many 
of the most important jobs in banking 
so capably and energetically that mem- 
ber banks of the American Bankers As- 
sociation feel an understandable pride 
in its amazing record of growth and its 
manifold evidence of the fact that the 
business of banking affords opportuni- 
ties for steady advancement to the high- 
est positions. 

An outstanding feature of this great 
Convention typifying the alertness and 
forward looking spirit of the younger 
men and women in banking was the 
series of eight departmental conferences 
for the threshing out of knotty oper- 
ating problems and the development of 
newer, simpler methods for handling the 
many complicated details of the mod- 
ern efficient bank. 

National authorities submitted to the 
thousands of delegates many new angles 
and slants on Auditing and Accounting, 
Bank Administration, Business Devel- 
opment and Advertising, Credits, De- 
posit Functions, Investments and Invest- 
ment Banking, Savings Banking and 
Trust Functions with the result that 
ideas hitherto confined to one bank or 
one group of banks are now known and 
in position to be utilized by hundreds of 
other institutions. 


Albert S. Puelicher, right, vice-president 
of the Marshall and Ilsley Bank, Mil- 
waukee, and Charles F. Ellery, left, as- 
sistant trust officer of the Fidelity Union 
Trust Company, Newark, were elected 
president and vice-president, respective- 
ly, of the American Institute of Banking 


One of the interesting features of the 
Convention was the public speaking con- 
test for the A. P. Giannini endowment 
fund prizes. The subject was “Strength- 
ening Public Confidence in Banks.” 
Nine contestants participated, each de- 
livering a six minute address, followed 
30 minutes later by a three-minute ex- 
temporaneous discussion of another 
subject. 

E. V. Holton of the American Trust 
Company, San Rafael, California, was 
awarded the first prize of $500.00. 
Hayes E. Bassett of the Republic Na- 
tional Bank and Trust Company of 
Dallas, Texas, achieved second honors 
and received a $300 award. 

Frank Totten’s description of the 
Chase National Bank’s system for im- 
proving customer relations by means 
of a central information file, a customer 
development division, a direct-by-mail 
department and an advertising section; 
J. B. Haslam’s address, “A New Day 
in Bank Credit Policy”; Edward A. 
Craig’s optimistic summation of real 
estate prospects; J. W. White’s statisti- 
cal proofs of the splendid showing made 
by trust departments in handling in- 
vestments through the depression and 


A. GIANNINI 


Fred I. Kent’s talk on “Sound Money” 
were a few of the high spots of the Con- 
vention. These and other addresses 
registered upon the minds of every dele- 
gate the earnestness, vision and keen 
intelligence of the vast army of bank 
workers who are utilizing the services 
of the Institute to fit themselves for key 
positions in the bigger, more useful 
banking structure which is being con- 
structed out of the experiences of the 
depression. 

Albert S. (CONTINUED ON PAGE 49) 
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Public 
Education 


(CONTINUED FROM PAGE 27) 


of a financial dictionary, a career diplo- | 


mat, an economic advisory service and 
a new business representative, in addi- 
tion to his own immediate capacity as 
an efficient teller, floor man, clerk or 
departmental worker. 

What is needed is that the employee 
take a course of study sufficient to give 
him a general grasp of the importance 
of a sound public relations policy on 
the part of his own bank and a clear 
understanding of the useful part which 
he himself can play in building up good 
will through his own regular day-to-day 
work in contact with customers who 
visit the bank. 

Beyond this paramount problem of 
internal bank organization with a view 
to proper public understanding of bank- 
ing, there are the broader questions of 
bank advertising, sales promotion, pub- 
licity, and- participation in the general 
life and progress of the community 
which the bank serves. There are op- 
portunities to contribute to a general ap- 
preciation of bank service through the 
current work of local, county, state, and 
national banking groups and _ associa- 
tions in their programs to promote in- 
formative publicity on banking, their 
protective measures against forgery, 
holdups, and burglary, and their efforts 
to establish stronger and more uniform 
bank practices. A course of training in 
public relations for bank employees 
might well embrace reference to all of 
these factors, if for no other reason than 
‘o arm the employee with a sense of 
self-assurance, based upon knowledge of 
the steps which his own institution and 
the banks as a whole are taking to cor- 
rect public misunderstanding and preju- 
dice, and to build a stronger foundation 
of public understanding for the future 


What is needed is that the employee take a course of study sufti- 
cient to give him a general grasp of the importance of a sound 
public relations policy on the part of his own bank and a clear 
understanding of the useful part which he himself can play in 
building up good will through his own regular day-to-day work 


mutual advantage of American banks 
and the millions of customers whom 
they serve. 

With some such farsighted program 
of education operating from within the 
individual large or small bank outward 
through the masses of people who de- 
pend upon the bank almost as largely 
as the banks must depend upon their 
own favor, it should be logical to expect 
a reversal in the popular attitude which 
has been so clearly shown toward banks 
and banking in recent years. If indi- 
vidual bankers will undertake upon their 
own responsibility to promote the train- 
ing of their own employees with regard 
to the vital public relations problem, it 
should not be possible, at the close of 
some new depression years hence, for a 
former Congressman, writing in a maga- 
zine of nationwide circulation, to curry 
popular acclaim by stating, as one ex- 
Congressman recently did (the grammar 
is his own) : “The bankers of this coun- 
try are more to blame than are any 
other group for the present depression.” 

In considering the usefulness of this 
training to banks and employees, let us 
bear in mind that the healthy progress 
of our nation depends largely upon the 
strength of its banking system and that 


The fact is that while we have bent every effort to improve the 
science and the technique of banking, we have never stopped 
long to consider that the utmost perfection of our loaning prin- 
ciples, our investment standards, our accounting methods, and 
our cost-control systems will go for nothing if we still fail to 
insure ourselves against a poorly informed public opinion 


our banks depend for their strength 
upon the public faith and understanding 
which they may justly merit and which 
they must make every effort to cultivate 
within their own walls and in the per- 
sonality which they disclose in their 
wider public relations. 


HE exact form in which these 

courses will be offered was not 
definitely decided at the time this was 
written. The following excerpt from 
the chapter entitled “Forming Public 
Opinion” is quoted merely to show the 
point of view of general approach: 

“In earlier days, only a small part of 
the population had any direct interest 
in banking as such, and public opinion, 
whether favorable or adverse, was not 
a matter of great moment to most bank- 
ers themselves. With the rapidly widen- 
ing range of bank service to the public, 
the majority of people today feel keen 
personal concern in all developments 
which affect the banks, individually or 
as a whole. With the increasing depen- 
dence of the banks upon informed and 
sympathetic public opinion, certainly 
the bankers have every reason to en- 
courage a spirit of fairness and accu- 
racy in the handling of bank news de- 


_ velopments by the newspapers and other 


forms of public information. Newspaper 
editors and reporters have the legiti- 
mate claim of intense public interest in 
asking the cooperation of responsible 
bankers. In any given instance, the 
banker himself must decide where to 
draw the line between what can and 
what should not be disclosed for public 
information. But mutual confidence and 
respect between banker and news re- 
porter, and reasonable accessibility of 
the banker to the inquiries of the news 
staffs provide the only sound basis 
upon which the banks can materially 
develop favorable public opinion 
by means of general publicity.” 
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(CONTINUED FROM PAGE 25) 


that has not impoverished, at least to 
some degree, the masses of the people. 
Every inflationist should be made to 
demonstrate whether these assertions 
are not true. 

Many of the more intelligent infla- 
tionists are quite willing to concede that 
past experiences are against them, but 
insist that the present Administration 
is able and competent to control infla- 
tion. They believe that we are about to 
make monetary history. The issue in 
this case is merely that of whether one 
prefers to be guided by experience or to 
take a chance with a device that has 
brought uniformly unfortunate results. 

It is instructive to know that the 
French, when debating in 1790 the wis- 
dom of issuing fiat money in the form 
of assignats, said all the things that 
those who believe inflation can be con- 
trolled are saying now. Many French 
economists and statesmen—Necker, for 
example—reminded the inflationists of 
the lessons to be derived from John 
Law’s issues of paper money about 70 
years earlier, but most members of the 
French Assembly appeared to think that 
if only a small issue were made they 
could control it. The debates of these 
Frenchmen 143 years ago sound re- 
markably like the debates of our Con- 
gressmen in 1933. Any skeptic who 
thinks we have advanced any new argu- 
ments in behalf of controlled inflation 
could profit by reading Andrew D. 
White’s “Fiat Money in France” (D. 
Appleton and Co., New York, 1896). 
White’s comments on the Frenchman’s 
support of inflation should be a pointed 
reminder to the modern inflationist: 
“Like every supporter of irredeemable 
paper money before or since, he seems 
to think that the laws of nature have 
changed since previous disastrous is- 
sues.” 

It should be understood clearly that 
opposition to inflation does not imply 
an endorsement of further deflation. 
There are very few people, indeed, who 
do not think that there is such a thing 
as excessive deflation or who do not 
think that we have already gone too far 
in our deflating processes. Deflation can 
proceed far beyond the point of squeez- 
ing out the previous inflation. Panic 
seizes people during a period of severe 
liquidation, or they become subject to 
severe economic pressure, with the re- 
sult that normally valuable properties 
are thrown overboard and a rash de- 
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struction of values becomes widespread. 
At such a time it is not only wise, but 
imperative, that counteracting measures 
be taken to combat the excesses of the 
period of panic. 

The important point is that there are 
better ways of bringing about a rise in 
the price level and a business recovery 
than by means of currency inflation. 
And it should be emphasized that when 
prices rise as a result of instituting a 
sound program of reconstruction, the 
initial impetus begins with producers 
who increase their purchases and em- 
ployment, thus creating additional con- 
sumer purchasing power which gives 
rise to buying based on confidence rather 
than on fear. 

It is vitally important to ask whether 
the monetary program as it has been 
revealed thus far is not a day-to-day 
opportunistic program. Has the Ad- 
ministration visualized what the out- 
come is to be? Does it have in mind a 
definite idea as to where it is going in 
so far as ultimate monetary policies are 
concerned? Have we abandoned the gold 


WIDE WORLD 


JAMES A. FARLEY 


Laying a cornerstone at Rochester, 
N. Y., Postmaster General James 
A. Farley said, “A schoolboy in the 
fourth grade could show that it is 
impossible to pay 60 to 70 billions 
of dollars of debts with four bil- 
lions of dollars of gold. Why con- 
tinue to masquerade a fact so 
palpable?” 


standard for an indefinite length of 
time? Are we to devaluate the dollar 
ultimately? Of what real use, aside from 
some vague psychological effect on the 
mass of the people, is the gold which 
the Government is hoarding? Was there 
really any good reason for abandoning 
the gold standard? Is not a drifting 
policy indicative of a lack of a clear 
conception of what should be done? 
These are questions that demand an 
answer in the very near future, and it is 
by entering upon an intelligent discus- 
sion of these vital questions that the 
experts in money and banking can be 
of service to the President and Dr. 
Sprague. 

Another important question of cur- 
rent interest is, why should we, of all 
nations, fail to meet our gold contracts 
even though we should be compelled to 
pay a premium for the gold to meet 
these obligations? It would seem that 
our Government must find it somewhat 
awkward to enact the “‘truth-in-the-sale- 
of-securities’” act (approved by the 
President on May 27) and at the same 
time (actually, June 5) repudiate the 
gold contracts attaching to the securities 
it has sold. The argument commonly ad- 
vanced in defense of such a repudiation 
is that there is not sufficient gold in 
the world to meet all gold obligations 
if demand were made for payment. 

This is a fallacious bit of reasoning. 
The demands on gold are made succes- 
sively, not simultaneously, except in the 
event of a nationwide run on the banks, 
in which case counteracting measures 
must be taken. 

The same fallacious reasoning has 
been found in the general discussions of 
aggregate national debt burdens. Debts 
are added together and some large total, 
say, $20,000,000,000, is reached. Then 
the cry goes up, “How can these be 
paid? They exceed the total national 
wealth. We are bankrupt.” Let us use a 
simple example to illustrate the fallacy 
involved in this sort of reasoning. Let 
us suppose that each of ten men are in 
debt $10,000. The total debt is $100,000. 
If No. 1 secures $10,000 he can pay No. 
2, who in turn can pay No. 3, and so on 
until No. 10 is paid. All that is neces- 
sary to liquidate the entire debt is the 
smooth circulation of the $10,000. When 
millions of people are involved in one 
total debt burden it is utterly impossible 
to determine the amount of individual 
or national wealth that is necessary to 
liquidate the total debt. At no time is 
the entire burden ever liquidated; it 
must flow like a river. As some debts 
are paid (CONTINUED ON PAGE 48) 
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WHERE EXPERIENCE 
COUNTS 


@ In no other business, perhaps, is experience more necessary 
for success than in the surety business. Successful surety under- 
writers are made, not born. And they are made, not by reading 
books, but by daily contacts over a period of years with the in- 


tricate problems that are continually arising in the surety business. 


Judged on the basis of experience, the F & D’s staff of under- 
writers ranks well at the top. Six have been with the company 
between 30 and 40 years; nine between 25 and 30 years; ten be- 
tween 20 and 25 years; thirteen between15 and 20 years; twenty- 
four between 10 and 15 years; thirty between 5 and 10 years. 


To the company’s representatives, the accumulated experience 
of the F &D’s underwriters means prompt, authoritative action 
on any bonding proposition. To its clients, it means a keen 
appreciation of their bonding problems and the ability to solve 


them in a manner satisfactory to all parties concerned. 


FIDELITY AND DEPOSIT COMPANY 


of Maryland 
Fidelity and Surety Bonds BALTIMORE Burglary and Plate Glass Insurance 


Established tn 1890 


47 
f 
1 
l 
A 
y 
t 
n 
). 
e 
n 
e 
il 
it 
'S 


48 


(CONTINUED FROM PAGE 46) 
new ones are created. All that is neces- 
sary is for each debtor, whether person 
or government, to meet his obligations 
as they mature. 

The Government’s defense of its repu- 
diation of the gold clause in its bonds 
would rest upon more logical grounds if 
it were insisted that the step was neces- 
sary in order to make the law against 
gold hoarding effective—since the fulfill- 
ment of the gold contract would put 
gold back into circulation—and in order 
not to discriminate against the pur- 
chasers of newly issued bonds payable 
in legal tender currency and against the 
holders of gold certificates and other 
forms of money which also are claims 
for gold. 

Much undeserved support has been 
given to the inflationist movement for 
the simple reason that some proposals, 
which are not necessarily inflationary 
in nature, have been and are lumped 
together indiscriminately with those 
measures which are genuinely inflation- 
ary in nature. For example, the provi- 
sions for the issue of fiat money and for 
the issue of Government bonds, the 
provision for the devaluation of the 
standard monetary unit, the proposals 
to restore bimetallism and the plans to 
“do something for silver’, are all treated 
popularly as inflationary measures. This 
has been confusing to many people and, 
undoubtedly, has tended to draw into 
the inflationist group many who do not 
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belong there. The provisions for the 
issue of fiat money are inflationary; the 
issue of bonds may or may not be; the 
devaluation of the standard monetary 
unit may or may not be; the restoration 
of bimetallism would place us on a silver 
standard along with the most backward 
countries of the world; and the proposal 
to do something for silver is largely a 
question of conferring a special favor 
upon the silver industry. 

Despite the fact that some of our 
leading columnists have been urging 
the public to give unqualified support to 
the President in order that no obstacles 
may be placed in the path of recovery, 
it must be said that such indiscriminate 
and uncritical loyalty would be a dis- 
tinct disservice to the President. If he 
seems to be headed for trouble, the best 
loyalty in the world is that of those 
persons who shout a warning to him. 
Not long ago one of our leading col- 
umnists said: “The friends of sound 
money are not, I think, very wise in 
dissociating themselves from the Ad- 
ministration at this time.” The answer 
to this is that the friends of sound mon- 
ey are not dissociating themselves from 
the Administration but, on the con- 
trary, are attempting to be of genuine 
service to the President instead of en- 
gaging in unintelligent handclapping. 

Despite the feeling of encouragement 
which the President’s radio addresses 
must have given to the general public, 
it is difficult to escape the conclusion 


that he is playing a dangerous game 
when he toys with inflation. The fact 
that the President did not come to grips 
with and squelch such unsound propo- 
sals as those embodied in the futile and 
unworkable domestic allotment scheme, 
designed to aid the farmer, may be in- 
dicative of a reluctance to combat a 
similarly unsound movement toward a 
dangerous currency program. 


On the Other Hand 


(CONTINUED FROM PAGE 18) 


indicates. The failure of the present 
system of bond distribution was no acci- 
dent nor was it due to the depression. It 
may have been hastened by it. Many 
bond houses have gone out of the pic- 
ture because they could not distribute 
good bonds at a profit and accordingly 
sold lower grade securities, with the 
same results that inevitably follow the 
selling of doubtful merchandise. They 
lost their customers. Part of the blame 
may be laid at their doors, a large part 
to conditions over which they had no 
control. 

A new system of distribution should 
be devised, based upon entirely new 
principles. Possibly the best foundation 
on which to build is the present group 
of stock exchange brokers with the as- 
sistance of banks acting as agents in- 
stead of underwriters. New legislation 
might be necessary. 


A CENTURY OF ECONOMIC PROGRESS 
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Events and 
Information 


(CONTINUED FROM PAGE 44) 


Puelicher, vice-president of the Marshall 
and Ilsley Bank of Milwaukee, was 
elected president to succeed Frank N. 
Hall. Charles F. Ellery, assistant trust 
officer of the Fidelity Union Trust Com- 
pany of Newark was chosen vice-presi- 
dent. Richard W. Hill, whose work has 
been so important a factor in the de- 
velopment of the Institute was re- 
elected secretary, while Dr. Harold W. 
Stonier, under whose direction the edu- 
cational activities of the organization 
‘are kept constantly keyed to shifting 
banking needs, was again named as edu- 
cational director. 

Through 231 Chapters, located at 
strategic points in every state in the 
union, comprehensive educational fa- 
cilities are made available to every one 
engaged in banking, and in this vast net- 
work of class rooms, there are being 
trained and developed men and women 
qualified in every respect to carry upon 
their shoulders the future responsibili- 
ties of running the nation’s financial in- 
stitutions. 


President Sisson 
On Deposit Guaranty 


HE following telegram over the 

signature of Francis H. Sisson, 
President, American Bankers Associa- 
tion, was sent to member banks on 
June 14: 

“The American Bankers Association 
fights to the last ditch deposit guaranty 
provisions of Glass-Steagall bill as un- 
sound, unscientific, unjust and danger- 
ous. Overwhelming opinion of experi- 
enced bankers is emphatically opposed 
to deposit guaranty which compels 
strong and well managed banks to pay 
losses of the weak. This legislation as 
passed yesterday by Congress has not 
had approval of Federal Reserve Board, 
Treasury Department nor sympathetic 
cooperation of the President. Senator 
Glass himself successfully opposing 
guaranty plank is reported to have 
made following statement before last 
Democratic national convention: “The 
guaranty plank in our platform would 
create anxiety, would cause disturbance 
within our ranks and raise opposition 
to our party in November which I re- 
gard is entirely unnecessary. The guar- 
anty of bank deposits has been tried in a 
number of States and resulted invari- 
ably in confusion and disaster to the 


financial structure of the States, and if 
our party when returned to power 
should incorporate such a scheme in the 
Federal organization, we would drive 
the strongest member banks from the 
Federal Reserve System. These strong 
banks should not be assessed to pay a 
premium for mismanagement.’ If you 
agree with this pronouncement, a wire 
to President Roosevelt urging veto may 
yet be effective.” 


Reserve City Bankers 


JOHN H. HOGAN 


HE Association of Reserve City 

Bankers, at the annual meeting held 
at Excelsior Springs, Missouri, elected 
Mr. Hogan as its president. He is vice- 
president of the Continental Illinois Na- 
tional Bank and Trust Company of 
Chicago. 

Mr. Hogan is an Iowan and was 
graduated from Drake University. Be- 
ginning his banking career with the 
Marquardt Savings Bank of Des Moines 
in 1904, he served later as assistant 
cashier, director and vice-president of 
the Des Moines National Bank and was 
elected its president in 1923. He has 
been with the Continental Illinois since 
1926. 

Other officers of the association in- 
clude: vice-president, Roy L. Stone, 
vice-president of the First Wisconsin 
National Bank of Milwaukee; treasurer, 
Norman T. Hayes, vice-president of the 
Philadelphia National Bank of Phila- 
delphia; and secretary, Joseph J. Schroe- 
der, secretary of the Chicago chapter of 
the American Institute of Banking. 

The 1934 convention of the Reserve 
City Bankers will be held at Sky Top, 
Pennsylvania, at the invitation of the 
Philadelphia delegation. 


Small Loans 
At a Profit 


HILE some banks have a rule 

against granting loans for less 
than $300, on the ground that the cost 
of funds and conversion and handling 
charges absorb or more than absorb the 
small gross profits, other institutions 
are in a position where 35 or 40 per 
cent of all their loan transactions are 
for even smaller amounts, and proper 
service to their depositors demands the 
constant extension of inconsiderable 
lines of credit. 

The greater the proportion of small 
loans, the more important becomes the 
problem of a reasonable profit upon 
them, sufficient to pay a return not only 
upon the money itself but upon the 
work of loan officers, note tellers and 
the bookkeeping staff. Certainly the 
regular rate of interest is not enough 
to absorb these charges and to provide 
for losses that are inevitable on items of 
this nature. 


TWO METHODS 


TWO methods have been devised for 
meeting this problem. The first, and 
perhaps the most widely used, is a flat 
service charge of $1 on a new loan or 
renewal of $200 or less, in addition to 
the regular interest charge. 

The other method is based on the 
experiences of the Morris Plan Banks 
and other specialists in the small loan 
field, and provides for regular monthly 
amortization payments upon the loan, 
which originally is discounted at the 
prevailing interest rate. The advantages 
of this plan are obvious. Such loans are 
self-liquidating. They bring customers 
into more frequent contact with the 
bank and stimulate the development of 
savings accounts. And, most important, 
they overcome one of the major objec- 
tions to loans of this sort—the difficulty 
which such borrowers all too often find 
in paying back in one lump sum an 
amount which represents to them a sub- 
stantial sum of money. A loan on this 
basis makes systematic saving compul- 
sory and inculcates habits of thrift of 
far reaching benefit to the borrower 
under this plan. 

There are of course more entries to 
make in connection with any amortiza- 
tion loan of this nature, but the possi- 
bilities it offers in the way of higher 
net interest yield, decreased uncollecti- 
bles and closer customer relationships 
deserve very careful study. 
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The illustration at the right shows part of a window display in a Portland, Ore- 
gon, store. The card in the lower left side of the picture has the appropriate “buy 
now” copy for a women’s wear store, as it fits the First National Bank’s series 


Constructive Advertising 


66’ J "HE most constructive thing finan- 

cial institutions can do today is 
encourage people to more normal habits 
of spending,” states E. B. MacNaugh- 
ton, president of the First National 
Bank of Portland, Oregon. 

Entirely foreign to bank advertising 
is the series now being run by Mr. Mac- 
Naughton’s bank to encourage spend- 
ing. Subjects in the series are real 
estate, home furnishings, women’s wear, 
men’s wear, shoes, travel, electrical ap- 
pliances and building construction. The 
advertisements deal with the very low 
prices at which merchandise is now 
available, developing the idea through 
tables of comparative prices over a pe- 
riod of years. 

The campaign series includes eight 
or possibly more advertisements, the 
last still to be completed. They are five 
columns by 16 inches and are run in 
all newspapers in the city under a stag- 
ger schedule that extends each subject 
over a three or four week period through 
use in one newspaper at a time. 

The bank has found additional ad- 
vantage in publicity gained through use 
of easel displays of the advertisements 
in local shop windows, a tie-up with 
comparable merchandise being used in 
each case. Several hundred easel cards 
have been used in the leading business 
houses of the city to tie in with their 


F. A. A. to Meet in New York 
September 11-14 


HE annual meeting of the Finan- 

cial Advertisers Association this 
year will be held at the Waldorf Astoria 
in New York. In announcing its pro- 
gram, President H. A. Lyons calls atten- 
tion to the fact that Public Relations is 
the most important problem before the 
financial community today. “It is a 
broad question involving many different 
elements” says Mr. Lyons in his letter 
to members. “It takes us beyond the 
realm of advertising and new business. 
I think not one of us is sufficiently sure 
of his own intelligence to cope with these 
questions single handed. More than ever 
before, the opportunity to discuss and 
exchange experiences is vital. Your asso- 
ciation gives this opportunity.” 


showings in this way, which means 
that space that could not be bought at 
any price by a bank or any other in- 
stitution is freely offered. 

This cooperation with the merchants 
in bringing back confidence is appre- 
ciated in other ways also, most impor- 
tant of which is new business for the 
bank from the business houses them- 
selves. The advantage of this advertis- 
ing series is that its appeal and interest 
reach not only customers but merchants. 
The bank in the past three months 
has gained nearly $2,000,000 in new 
business. 

Using newspapers as advertising me- 
dia has given the added advantage of 
newspaper publicity. The bank is as- 
sured of efficient and effective coopera- 
tion in the news columns because, after 
all, each newspaper is just as inter- 
ested in helping bring back better times 


Mortgage Loans 


ONFIDENCE in the mortgage as 

a savings bank asset was expressed 
by Mr. Benson in his address before the 
recent Swampscott, Mass., meeting of 
the National Association of Mutual 
Savings Banks. He said in part: 


Philip A. Benson, president of the Dime 

Savings Bank of Brooklyn, is the new 

president of the National Association of 
Mutual Savings Banks 


as in helping the bank in its campaign. 
When the plans for advertising in this 
manner were first considered, the far 
reaching results were not even thought 
of, but at every turn since it was 
launched it proves more definitely that 
“philanthropic” advertising pays. 


“The future of the mortgage loan as 
a savings bank investment is bright in 
spite of the troubles through which we 
have been passing. Mortgages are still 
our best income producer. The financ- 
ing of homes and other needed build- 
ings will continue to be a necessity and 
one in which the savings banks will par- 
ticipate. I believe, however, that our 
experiences have given us wisdom; that 
we will endeavor to avoid the financing 
of unnecessary buildings; that we will 
insist upon payment of loans as an ulti- 
mate goal; and that we will perhaps 
keep a smaller percentage of our re- 
sources in this form of investment than 
we did in the past. There will be little 
demand for new building, in my opinion, 
for several years to come. Of course, I 
am not entirely forgetful of the fact 
that in many large cities old buildings 
are becoming older and are wearing out. 

“T think we should also recognize that 
the failure of the mortgage guaranty 
companies to carry on may result in 
more home owners coming to us directly 
for their loans. Mortgage guaranty com- 
panies undoubtedly will continue to do 
business in some form but, regardless of 
that, with due modesty we can make 
claim that after all there is no place like 
a savings bank for a home owner's 
mortgage.” 
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Currency 
Manipulation 


In the XVI 
Century 


UR HUNDRED years ago the 

last great currency debasement in 
English history was going on under the 
personal direction of Henry VIII. After 
he had squeezed out all he could in the 
form of taxes and had resorted to cer- 
tain private “hoards”, he began a 
monetary policy that England was years 
in rectifying. 

One of the chief difficulties at the 
time was the confusion caused by the 
use of both gold and silver for coinage 
and the varying ratio between the two 
metals. Silver was the domestic stand- 
ard, gold the international standard. 

Conditions on the Continent had en- 
dangered the British gold supply. Tam- 
pering was undertaken to support 
Henry’s gold coins abroad, the size and 
fineness of white and yellow coins being 
changed from time to time according to 
the foot-loose government’s interpreta- 
tion of foreign exchange fluctuations. 


THE NEXT MOVE 


Prices rose, naturally. Very shortly | 
they got out of hand. What Henry did | 
then is interesting. To shift the respon- | 


sibility he issued in 1542 a “Proclama- 
tion concernynge Corne”, blaming the 
exorbitant prices on commodity hoard- 
ers. The proclamation said in part: 
“.,. . there is no just ground or cause, 
why such grayne should be so high 


enhaunced in price, as it is, but that the | 
enhauncement thereof groweth by the 


occasion aforesaid (hoarding for seed) 


and by the subtle invention and crafte | 
of dyvers covetous persons.” Anti- | 
hoarding laws were aimed at covetous- | 
ness of such commodities as candles, | 


pigs and conies. 

The monarch left things much worse 
than he found them. In fact, not until 
Elizabeth’s time could successful efforts 
be made at honest coinage. A manu- 
script in the British museum testifies to 
the inconvenience caused those whose 
prices had been so “enhaunced” years 
before: “The cheff greff wilbe to them 
that shall have there substance in mony 
and not in wares; Likewise such wil- 
be greved as have payd great fynes for 
there firmes, consydering the pryces of 
thyngs growing upon the same firmes 
wilbe cheper than they thought when 
they toke the firmes.” 


Cut fime in half 


ot California sendings 


Turoucs the well 
organized facilities of Bank of America, 
transit items or collections move direct 
night and day. This unique service em- 
braces 410 branches in 243 California 
communities and through it transactions, 
which would ordinarily require 4 days, 
are commonly completed in 2 days. 

Bank of America correspondents in- 
variably save time and, on volume, appre- 


ciable interest. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Head Offices in San Francisco 
and Los Angeles—the two 
Federal Reserve cities 


Bank of America National Trust & Savings 
Association, @ National Bank, and Bank 
of America, 4 California State Bank, are 
identical in ownership and management 
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swoop by compelling investors to take 
their losses and start a combined 
system on a new basis. Railways, as 
common carriers, are not altogether 
their own masters. They are subject to 
Governmental control as to the charges 
they can make for their services and for 
the maintenance of services whether 
profitable or not. Hence they have not 
been able to build up in the past the 
reserves which might tide them over 
present financial difficulties or enable 
them to adapt themselves to changed 
conditions. 

Much of their present indebtedness 
has been incurred through Govern- 
mental interference or at Governmen- 
tal instigation. In 1922, for example, 
after several years of car shortages, 
the railroads were urged to make 
large expenditures to augment their 
capacity and did so to the amount of 
$440,000,000 for trackage, cars, loco- 
motives and other equipment. In the 
past ten years the roads have spent 
about $5,000,000 in similar additions 
to their capacity, much of which is now 
idle. 

A considerable part of the railway 
mileage of the country, also, is of 
strategic importance to the nation for 
national defense and the preservation 
of order. So important have some of the 
railways been in this line that the Gov- 
ernment aided in their construction, 
and private investors were induced to 
invest on the strength of Governmental 
cooperation. Government control of 
rates in the past has prevented many 


KEYSTONE 
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Trip | Trip 15| Trip 3 Mis. 
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Schedule 
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of the companies from reducing their 
indebtedness or writing off the costs of 
equipment which, without such control, 
would have been possible. In short, 
since the attitude of the Government 
has been that of requiring certain ser- 
vices from railways it is now incumbent 
upon the Government to see to it that 
the roads incur no loss as a result. 

In spite of these objections and con- 
siderations, reorganization is inevitable 
and it must be effected soon if re- 
organization through wholesale bank- 
ruptcies is not to result. The alternative 
is economic suicide, which would harm, 
most of all, the very interests which 
now offer the most strenuous objection 
to the proposed changes. 

The practical question at the present 
time is whether the railways of the 
country can be so reorganized as to meet 
the competition of other means of 
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Competition 


transport and fit in with a general trans- 
portation set-up under Governmental 
control which will give each transporta- 
tion agency its proper function and at 
the same time enable the railways to 
pay their way out. 

There is much to indicate that it can 
be done. The Interstate Commerce Com- 
mission authorities estimate that about 
30 per cent of the railway trackage of 
the United States could be eliminated 
without loss of efficiency in service or 
operating revenue but with a corres- 
ponding reduction of operating ex- 
penses. In 1931, a year which may be 
taken as typical of what the railways 
may be expected to earn in the near 
future, a reduction of 30 per cent in the 
operating expenditures of all roads 
in the country would have added 
over $982,000,000 to their net income 
and, with (CONTINUED ON PAGE 55) 


One of the main points that W. W. Atterbury, president of the Pennsylvania Rail- 


road, made in his Cambridge, Mass., speech of June 9 was: 


“If the lines of the 


country are regrouped so as to offer two—in no case need there be more than two 

—optional competitive routes between the principal traffic centers, we shall retain 

whatever good is inherent in competition and at the lowest possible cost. At the 
same time public fear of monopoly would be allayed” 
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APPOINTMENTS MEMORANDA 


HE Bank Management Commission | 


of the American Bankers Associa- 
tion, in its latest study of internal audit- 
ing procedure, has compiled a special 
form by means of which the auditor 
can make a monthly “Yes and No’”’ re- 
port covering his department: 

Peruse all general ledger entries, 
check them to general ledger, initial, 
and then cancel by perforation. 

List “Cash” as shown by blotters 
and compare with daily statement. 

Check note ledger posting accumu- 
lations of debits, credits and inter- 
est, as shown by audit sheet, to gen- 
eral book entries. 


Add note register and check to 


general book entry. 

List amounts of full and partial 
payments of notes as shown by that 
report and compare with credit entry 
to “Loans and Discounts Account.” 

Audit note interest received with 
note ledger records. 


Check accrual accounting record | 


of principal for “Loans and Dis- 
counts” with general ledger control 
as shown on daily statement. 
Check control figure for ‘“Due-to- 
Banks” and “Bank Overdrafts” ac- 
counts as shown by daily financial 
statement by adding or subtracting 
the difference between total debits 
and total credits, as shown on audit 
sheet, to the balances of these ac- 
counts as shown the previous day. 
Check ‘“Due-from-Banks” daily 
statement control figure by adding or 
subtracting the difference of the total 
machine accumulated debits and 
credits to these accounts for the day 
as reflected by audit sheet to the con- 


The pulse of business quickens. The 


depths of the depression are history. 


But as conditions change—insurance 


needs change with them. Consult 


your agent or broker. Make sure 


you have the coverage dictated by 


present needs. 


Face the future 


with confidence—amply bonded or 
insured by the U. S. F. & G. 


USF&G 


UNITED STATES FIDELITY AND GUARANTY COMPANY 


with which is affiliated 


F&G FIRE 


FIDELITY AND GUARANTY FIRE CORP. 


Home Offices 


BALTIMORE, MARYLAND 


trol account of the previous day. 

List duplicate cashier checks, de- 
mand and time certificates of deposit, 
certified checks and drafts as re- 
ceived from officers, and check to 
general ledger credit entries. 

Check savings account audit sheet 
showing of accumulated debit and 
credit totals with general entries. 

Make report of cash differences. 

Add exchange charged memoran- 
dums on duplicate cashier checks, 
drafts, etc., and other checks. 

By reference to reclamation record 
determine income that should be re- 
ceived from return check charges and 
check to general book entry. 


Check safe deposit box rent dupli- 
cate receipts to general ledger and 
post to subsidiary records. 

Add cashier’s memorandum of ser- 
vice charge for cashing out-of-town 
checks for non-customers and check 
to general ledger entry. 

Check account closed record with 
service charge entry for savings ac- 
counts closing within 60 days. 

List $1.00 for each new and re- 
newed note under $200 and check to 
general book entry. 

Keep certificate of deposit record, 
checking interest as paid. 

Check reserve required computa- 
tion of general bookkeeper. 
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At a Meeting 


in London 


(CONTINUED FROM PAGE 15) 


incidental to the domestic policy. 
Whether this plan for debt adjust- 
ment is better than that of direct ad- 
justment between debtor and creditor 
already provided for by Congress in the 
agricultural and home loan credit acts, 
through the new bankruptcy act and 
otherwise, need not be an issue at this 
time. The controlling fact from the 
standpoint of the international value of 
the dollar is that this domestic policy 
has reacted upon international policy in 
a way that has upset the dollar. It is 
only this domestic policy which has 
done so. 

In attempting to lower the value of 
the dollar in order that American prod- 
ucts may compete with the products of 
other countries already off the gold 
standard the United States enters upon 
that war of currencies which has already 
all but destroyed all international trade. 
If the dollar is to compete with the 
pound in shipping steel products to 


PER CENT 
15 


(Rario Scare) 


1923-1925=100 
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South America, for example, any low- 
ering of the value of the dollar can be 
met by a further depression in the pound 
such as the British Government is al- 
ready effecting by the use of its immense 
exchange equalization fund. If the dol- 
lar is to compete with the Japanese yen 
in exports of copper to China the gov- 
ernment at Tokio needs only to let go 
some of its present restrictions upon 
exchange to put the dollar out of the 
market. 

Where products under a depreciated 
currency compete with those produced 
on the basis of gold there is a slight 
temporary advantage at the expense of 
the latter. Where there is competition 
between products produced upon the 
basis of several depreciated currencies 
subject to governmental manipulation 
there is no limit and no adjustment. The 
competing currencies merely force each 
other lower and lower until the abject 
position of the manufacturer and his 
employees forces readjustment. Nor can 
any country continue indefinitely to hold 
its currency far out of line with its in- 
trinsic or natural level established by 
the country’s international balance. 
Ultimate settlement is inevitable and 
attempts to interfere with it are always 
costly. 

Hence the stabilization of currencies 
is naturally the prime subject of dis- 
cussion in the London conference. Stab- 
ilization among so many currencies is 
difficult at best, yet it is not impossible 
so long as it is based upon a level of 
currencies established by the economic 
position and international balance of 
each country. France and Belgium were 
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successful in stabilizing their currencies 
with respect to gold in 1927 because 
they accepted the value of their respec- 
tive francs at what several years of 
experience had demonstrated as a safe 
level. 

Great Britain was unsuccessful in 
maintaining the pound at its former par 
with respect to gold because it aimed 
too high. Par value, after the devastat- 
ing effects of war upon British national 
economy, was out of line with debts due 
and debts payable, with the British im- 
port and export situation, with wages, 
prices and other factors. The British 
Government was forced off the gold 
standard, but leaving that standard was 
in accord with opinion of high author- 
ity in the MacMillan Commission which 
had investigated the situation long be- 
fore the issue was forced upon the 
British Government. 

The chief difficulty in reaching a de- 
cision as to stabilization in London 
arises out of the efforts of various na- 
tions off the gold standard to secure an 
advantage over trade rivals by valuing 
their monetary units too low. It is a 
temporary, evanescent advantage which 
may cost them dearly. The unfortunate 
fact of the situation is that American 
policy tends in the same direction and 
points to the same disaster. Nor is it 
the least part of the problem that the 
United States is uncertain as to what 
it wants. In so far as the value of the 
dollar may be affected by actual infla- 
tion in the United States what is the 
limit of inflation? The “if and when” 
proposition does not fit into the Lon- 
don picture puzzle. 
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What Is the 


Associated System Doin g 
To Build New Business? 


Transportation— 


As Amended 


(CONTINUED FROM PAGE 52) 


the net income of $169,000,000 actu- 
ally earned that year, would have 
paid over 6 per cent on their entire 
capitalization including their funded 
debt. No such reduction in expense is 
probable, but on the other hand a re- 
turn of the earnings of the roads to | 
anything like normal would, under pos- 
sible savings, certainly enable them to 
service their capital and make sub- 
stantial reduction in their freight and 
passenger charges and thus enable them 
to compete more successfully with bus, 
truck and other transport in the mar- 
ginal business between long and short 
hauls in which actual competition is 
still possible. 


RATES 


UNDOUBTEDLY rates can also be 
materially lowered if and when existing | 
necessary mileage can be fully em- | 
ployed. Railways today are far more | 
efficient than they were even a few | 
years ago, and the current depression 
has taught them increased efficiency. | 
Not many years ago a 1,000-ton freight 
train on most lines was about the aver- 
age. Today a 3,000-ton train is quite 
ordinary on the great majority as a 
result of heavier rails, heavier and fast- 
er locomotives, reduced grades, larger 
cars, improved equipment of every sort. 
Where railways can be used to their | 
full capacity the economies in operation 
are enormous. The same is true in re- 
gard to bus, truck and other transport. 
All these means of transportation are 
necessary under modern conditions, and 
it is only necessary to coordinate their 
services to give the public the maximum | 
service it demands at the minimum costs | 
it also demands, with satisfactory re- | 
sults to the carriers themselves. | 


EVEN WITH RECOVERY 


WHATEVER may be the possibilities 
in this line it is certain that it is impos- 
sible to maintain the transport system 
of the country upon the present basis 
even with the full recovery of general 
business. To attempt to make obsolete 
and useless trackage and equipment pay 
their way by increasing rates already 
high is to penalize the commerce and 
industry of the country without any 
corresponding benefit to any other in- 
terest. Increase of freight or passenger 
rates offers no way out of the difficulty, 
for the law of diminishing returns is 
already felt. Rate increases merely drive 


NE of the Associated System’s 
solutions to the problem of 
securing new business during these 
difficult times is the Employees’ Busi- 
ness Building Plan. 


During the first eight months of the opera- 
tion of the Plan, employees working dur- 
ing their free time found 90,090 customers 
who were prospects for increased use of 
Associated services. These customers bought 
$895,550 of electric and gas appliances 
whose use means $366,600 annual revenue. 


Participation in this Plan by em- 
ployees is voluntary, since work is 
done during free time. Employees 
turn in the names of prospects, and 
sales are made by company sales- 
men or by dealers. 


BENEFITS OF PLAN 


To Customers. They are helped to over- 
come costly, inefficient, and obsolete 
methods of cooking, water heating, re- 
frigeration, and lighting. 


To the Company. It receives additional 
revenues from the sale of electricity and 
gas used by new appliances bought by 
customers. 


To Employees. They receive comprehen- 
sive training in the utility business, and 
are given unusual opportunity for de- 
velopment of their capabilities. 


To Dealers. Local appliance dealers 
profit from sales of appliances to utility 
customers whom Associated employees 


Stories of Service 


The Oil Station Man 


Every evening an Associated 
employee in New England 
passed a dark oil station. 
Once he suggested lighting. 
But the proprietor said he 
did not need lights, that he 
did not keep open at nights 
because he lived 20 miles out 
of the city. Repeated urging 
induced him to try one lamp. 
Business improved, so that 
he moved his family to the 
city, put in a gasoline pump 
and other equipment, and 
lighted his entire place to go 
after business ona larger scale. 


The Society Leader 


A society woman in an up- 
state New York city was pre- 
paring for a large party at her 
lakeshore home. Just when 
hot water was needed for 
many purposes, it became un- 
available. An Associated em- 
ployee happened to call at 
this time. He urged auto- 
matic gas water heating, and 
promised to have a unit in- 
stalled that afternoon. The 
contract was signed, and two 
hours later the heater was 
installed and operating. 


found to be prospective purchasers. 


GAS € ELECTRIC: 


business to other and competing trans- 
portation facilities. Moreover, the coun- 
try will suffer a tremendous handicap 
in its business life if protection for 
existing out-moded and useless means 
of transportation is to be had only at 
the price of throttling newer and better 
facilities which can more acceptably 
serve the public under existing condi- 
tions. 

Complete reorganization of the na- 
tional transportation system doubtless 
will be a matter of time and develop- 
ment. How much the coordinator sys- 
tem inaugurated by the Federal Gov- 
ernment will accomplish in the immedi- 


61 Broadway . 


Associated Gas & Electric System 


New York 


ate future is doubtful because of the 
attitude of labor. Any material im- 
provement in the situation leading to 
even a comparatively small advance in 
railway securities, however, will have a 
reaction upon the banking and general 
financial situation far out of propor- 
tion to its actual benefit to investors in 
railway securities. In the elimination of 
waste, duplication of service and simi- 
lar economies enough improvement 
ought to be possible to influence fav- 
orably the general business situation 
and accrue to the profit of a far greater 
number than those interested in rail- 
ways alone. 
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WHEN THE INVESTOR 
ASKS THE BANKER: 


“Is the super- 
vision of Quarterly In- 
come Shares, Inc., in the 
hands of an experienced 
management?” 


THE BANKER 
CAN REPLY: 


The management of 
Quarterly Income 
Shares, Inc., is closely 
identified with Adminis- 
trative and Research 
Corporation, which has 
the established position 
and long experience of 
pioneers in the fixed in- 
vestment trust field. 


ADMINISTRATIVE AND RESEARCH 


CORPORATION 


Distributed by a national group 


of investment houses and banks 


MR. BANKER 
Your business is FINANCING 
Mine is MARKETING 


If you have an investment in any manufacturing business 
which is being jeopardized by poor Marketing you can pos- 
sibly protect it by using my personal Marketing and 
Management experience. Others have. Perhaps you are 
still paying for a dead horse. If I think so I'll tell you, 
in confidence, and at no cost. Ralph W. Wheeler, 228 N. 
La Salle St., Room 605, Chicago, Ill. 


Speeches Expertly Prepared 


and promptly mailed for all Occasions and 
Events. Personal Service. No Disappointments. 
Send $3.00 for each 10 minutes you want 
your speech or paper to run. Speakers Li- 
brary Magazine Free for six months with 
each order. 
THE SPEAKERS LIBRARY 

Takoma Park Washington, D. C. 


Do all your directors 
read the JouRNAL? 
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APARTMENTS 
FOR RENT 


HOUSES 
FOR RENT 


“Renting Began Briskly—” 


HE mortgage situation is the bug- 

bear of the personal trust business 
today. Depressed real estate values, re- 
duced income from real property, the 
failure of many mortgageors to meet 
their interest payments when due, the 
action of state insurance authorities in 
forbidding mortgage guaranty com- 
panies to pay interest and certificates 
unless the individual mortgageor him- 
self pays it—all these factors make for 
loss and uncertainty for beneficiaries of 
trusts which are made up to any con- 
siderable extent of such investments. 

However, as one large lending insti- 
tution says, “A good real estate loan is 
still one of the most basic investments 
that can be made; that is, provided you 
have the knowledge and experience 
necessary to make the proper selection 
and a plan to inspect the property reg- 
ularly. You must see that the property 
is kept up to the value upon which you 
have loaned the money.” 

The difficulty is that in many cases 
an estate or trust does not always have 
the ready capital available to make the 
needed improvements to maintain or 
restore earnings. Trust companies in 
some instances advance the money, and 
the estate or trust pays it back on an 
amortization plan from the increased 
income resulting from improvements 


| made. One such company in New York 


gives these two specific illustrations of 
how such a method has worked out. 
The company holds mortgages on 
four 5-story brownstone-front houses 
on West 56th Street, 40 years old. There 
were 40 apartments of the old-fashioned 
“railroad” type. Last July there were 
25 vacancies. About $20,000 was ap- 
propriated for improvements. A new 
heating plant was installed. The build- 
ings had old high stoops and pillars 
with a canopy. Modern fronts were put 
in, and a plain roof cornice instead of 
an old-fashioned ornamental one. The 
exterior was sand-blasted, and the stone 


was repointed. A great deal of redec- 
orating was done throughout and there 
was some reflooring, and new plumbing 
and electric fixtures were installed. 
Electric refrigeration was added and 
new ranges were set up in the kitchens. 

Renting began briskly before the work 
was completed. Today there are only 
six unrented apartments, and the pros- 
pects are good for renting those quick- 
ly. Already the assured income will re- 
turn over 6 per cent on the investment 
as a whole. 

The real estate officer of this com- 
pany says that a great deal depends 
upon external appearance and much can 
be done to improve it at moderate cost. 
The sand-blasting of the four houses 
above mentioned cost only $140, but it 
made these 40-year-old buildings look 
like new ones. 

The other case is that of two 7-story 
apartment houses, about 30 years old, 
on upper Madison Avenue. The own- 
ers had not kept the properties up. 
There were seven vacancies out of 24 
apartments in the two houses, and 
every lease expired on the first of last 
October. The problem was to make the 
eight- and nine-room apartments more 
attractive. About $25,000 was set aside 
for improvements. The exteriors of the 
buildings were sand-blasted, and the 
trim was repainted. The interior courts 
were whitewashed. The halls were 
thoroughly renovated and the apart- 
ment landings made more attractive 
and inviting. New electric fixtures were 
installed in the lobbies. Rugs of Oriental 
design were put down to add coziness 
to the foyers. Bathrooms were modern- 
ized. New sinks and ranges were put 
in the kitchens. Electric refrigeration 
was installed.. The elevators and water 
pipes were improved. 

The work was completed in 75 days. 
On October 1 the buildings were com- 
pletely rented, and there is now a safe 
5 per cent return on the investment. 
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Recently— 


(CONTINUED FROM PAGE 9) 


stock purchases by Reconstruction Fi- 
nance. 

June 7. Roosevelt-Congress near 
break on veterans. New schedules of 
pensions issued. Borah and Long at- 
tack industrial bill. Senate names com- 
mittee for camp-kit study. Parley may 
speed banking bill. 

June 8. Compromise on veterans 
averts split. Home owners’ aid agreed 
on by conferees; $2,000,000,000 of bonds 
authorized. U. S. prepares to penalize 37 
gold hoarders. Reserve bank cuts pur- 
chases of U. S. credits. 

June 9. Industrial control bill passed 
in Senate; sales tax rejected, publicity 
voted for income tax; sent to House. 
Veterans’ plan accepted. Navy to lay 
up ships three months. Senate adopts 
home owners mortgage plan. 

June 10. Roosevelt moves for reorgan- 
izing; Senators block plan to adjourn by 
filibuster. Pension plan rushed. Camp- 
kit purchase cleared by Senators. House 
votes $3,459,480,908 for recovery. De- 
positors seek Federal bank aid. 

June 11. R.F.C. orders cut in its 
loan rate passed on. 

June 12. Veterans’ cut rift delaying 
Congress end. Roosevelt ends bank de- 
posits bill deadlock, agreement by con- 
ferees. Rep. Waldron offers bill to make 
business men and manufacturers eligible 
for R.F.C. loans. 

June 13. Senate defies President, re- 
turns veteran plan. Recovery bill passed. 
Reorganization order under fire. Glass- 
Steagall bill swept through Congress, 
sent to White House; deposit guaranty 
fixed. Deficiency measure passed. Roose- 
velt signs relief bill for home owners. 

June 14. Senate adds $138,000,000 
for veterans, defying veto. Roosevelt 
acts to speed relief for trade. 


FOREIGN RELATIONS 


MAY 15. Norman H. Davis dashes 
Paris hope of U. S. joining French and 
British concerted stand against Reich. 
Germany calls parley May 26 on private 
debt. U. S. protests French tariff dis- 
criminations. 

May 16. Secretary Hull, Senator Key 
Pittman, James M. Cox named as dele- 
gates to London. 

May 17. Hitler accepts Roosevelt 
plan (see “Washington” ). World wheat 
cut backed at Geneva. Standstill credit- 
ors vote to send Wiggin abroad. 

May 18. Bankers select J. F. Dulles, 
New York, to attend parley of Ger- 
many’s foreign creditors. 

May 19. Italy urges U. S. settle war 


DEL 


CHICAGO CLEVELAND 


BANK CHECKS 


KANSAS CITY 


LITHOGRAPHED OR PRINTED BY 


THE DE LUXE CHECK PRINTERS 


NEW YORK ST. PAUL 


debt problem on twenty per cent basis. 

May 20. Schacht seeks London loan. 

May 21. Russians offer trade rise for 
U. S. relations. 

May 22. Davis, at Geneva, pledges 
U. S. to outlaw aggressor, offers security 
concession for arms cut. 

May 23. France wants League to get 
banned guns. 

May 24. U. S. accepts arms parley bid 
to fortify Kellogg pact. Senator Johnson 


declines bid to London parley; Rep. Sam | 


B. McReynolds, Tennessee, named. 

May 25. Davis offers U. S. navy cut; 
Tokyo asks higher ratio. 

May 26. British to fight in courts for 
gold payments. Roosevelt hints Geneva 
to disarm or quit. 

May 27. Brookhart named farm aid 
adviser; Russian market sought. Ishii 
talks ended at Washington. 

May 29. Schacht says Reich can’t 
meet credits, transfers on private debts 
draining reserves. International Cham- 
ber meets in Vienna; post-war policy 
scored. 

May 30. London economic mission 
completed with naming of Senator 
Couzens and R. W. Morrison, Texas 
banker. Bingham assails tariff barriers. 
World Chamber hears U. S. ship sub- 
sidy upheld; debt reductions urged. 

May 31. Arms conclave orders se- 
crecy. Quezon rejects compromise on 
Philippine law. World Chamber stresses 
need of stable money; free markets fav- 
ored. France to pay bond interest at 
premiums. 

June 1. Davis welcomes arms cut con- 
trol, but stresses U. S. would avoid “‘pre- 
scribed obligation”. 


Scarborough Service to Banks 


MEANS: Lower Insurance Costs. 

Intelligent Planning of Contracts to 
Fit the Risk. 
Prompt Settlement in the Event of 
Loss. 
Experienced Counsel on 
line’ Claims. 
Contracts Approved by the Insur- 
ance Committee of the A. B. A. 
Loss Prevention Recommendations 
Which Spell Continued Lower Pre- 
miums, 

This service, without obligation, is at 

your disposal for the asking. Write to 


SCARBOROUGH & COMPANY 


First National Bank Building, CHICAGO 


“Border- 


June 2. New tariff basis urged by In- 
ternational Chamber. 

June 3. World Chamber assails de- 
faults, opposes trade favorites. Presi- 
dent and Sefior Torres of Brazil end 
Washington talks. 

June 4. Roosevelt bars talk on debts 
at London parley. Bolivia to quit peace 
council at Washington. China gets $50,- 
000,000 loan to buy in U. S. 

June 5. Davis working for 5-power 
arms cut, would include Hitler. 

June 6. Japan accepts Roosevelt plan 
“in principle”. U. S. backs plan to li- 
cense all arms exports. 

June 8. Reich declares moratorium on 
1920-1931 debts; to affect Dawes- Young 
loans, but not standstill pact. U. S. del- 
egates reach London. Davis’s appeal re- 
jected. U. S. observers attend Geneva 
labor parley. 

June 9. Tariff hopes at London lim- 
ited to truce and quotas only, President 
says. World labor conference urges mon- 
etary stability. 

June 10. France to impose 15 per cent 
surtax to equalize dollar; quotas to be 
replaced. Money problems taken up in 
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Well qualified .... 


with every facility for handling the 


business of out-of-town banks or 


bankers. Your account is invited. 


Crry Natrionat Bank 


AND TRUST COMPANY of Chicago 


208 South LaSalle Street 


London pre-conference talks. 

June 11. U. S. to ask longer tariff 
truce and universal wheat limitation at 
London; Roosevelt bars open debt 
stand. 

June 12. London conference convenes; 
MacDonald asks debt settlement, halt of 
economic nationalism. Hull seeks to con- 
tinue tariff truce; 14 signer-nations now 
bound, 52 yet to respond. Soviet presses 
no-aggression economic pacts. British 
cabinet weighs default on debt. 

June 13. Britain and Italy offer to pay 
in part as Europe presses for debt re- 
vision at London; Hull delays speech; 
smaller states ask Italy lead customs 
union; French oppose Cox as head of 
monetary unit. 

June 14. Hull ignores debt issue, as- 
sails isolation and world barriers, backs 
Chamberlain on currency stand. Nine 


nations offer views at London; 19 states 
in tariff truce; Moscow offers $1,000,- 
000,000 in trade for tariff ban; Bonnet 
leading Cox for head of monetary unit. 
U. S. gets $10,000,000 in silver on Brit- 
ish debt, grants review; Italy and Fin- 
land paying; France, Belgium, Rouma- 
nia, Poland and Jugoslavia will not. 


BANKING AND BUSINESS 


MAY 17. Governor Futrall defends 
Arkansas bond refunding plan. 

May 18. Steel contract for ’Frisco- 
Oakland bridge supplies work for thou- 
sands; other signs of activity. 

May 20. R.F.C. will take preferred 
stock of Hibernia and Bank of Com- 
merce in New Orleans. May building 
gains. 

May 21. Rate of bank openings up 
to 125 a week; Jones finds April mark 


ERNATIONAL NEWS SERVICE 


W. A. Julian, new Treasurer of the United States, shows how he will sign currency 


passed as R.F.C. buys $52,000,000 pre- 
ferred stock; sees recovery in loan re- 
payment; reports farmers reducing notes, 

May 22. Middle West Utilities suit 
delayed until fall. Two New Orleans 
Banks release $32,000,000 to depositors. 

May 23. Detroit and bankers in ac- 
cord on compromise refunding plan. 
DuPont buys Remington Arms control. 

May 24. Mutual Savings bankers 
meet at Swampscott, Mass. Chase Na- 
tional halves surplus to $50,000,000. 

May 25. N. Y. Reserve Bank cuts 
discount rate to 214 per cent. Nine- 
point Detroit bond funding plan re- 
vealed. Underwriters to extend fire pre- 
vention aid. 

May 26. Mutual savings bankers 
favor Federal rail control; Philip A. 
Benson, Brooklyn, elected president. 
Chicago Reserve Bank cuts rediscount 
rate to 3 per cent. 

May 27. Los Angeles begins work on 


' aqueduct. Sales tax loses in South Caro- 


lina. 

May 28. Chicago “Century of Prog- 
ress” Exposition opens. 

May 29. Living costs drop 9.3 per 
cent in year. 

May 30. Standard Oil of California 
enters banking field on Coast; Rocke- 
feller interests aid Anglo-California Na- 
tional in expansion program. 

May 31. New York clearinghouse 
lowers deposit rate 50 per cent. 

June 1. Bank openings put at 5,478 
by May 3; 1,211 were restricted; closed 
national banks a month ago totaled 
1,067 with deposits of $1,781,679,000. 

June 2. Insurance commissioners at 
Chicago meeting ease loan rules. 

June 3. Cotton crop cut urged at 
Washington parley by cotton industry. 

June 4. Cleveland bank plan ap- 
proved. Michigan attorney general rules 
against open hearing on recent bank 
crisis. 

June 5. Cabinet told that 1,400,000 
men are back at work. J. W. Harriman 
pleads not guilty. Repeal vote sweeps 
Illinois. 

June 6. Cleveland National City 
Bank stockholders adopt plan, will re- 
lease $50,000,000 of Union, Guardian 
Trust funds. Detroit bond gicup forms 
as city refunds. Stock advance in May 
put at $5,657,951,341. Indiana votes re- 
peal. 

June 12. Eugene Meyer is buyer of 
Washington Post. Motor fee shelved by 
New York mayor. 

June 13. Texas reduces oil production 
quotas a third. Mine wage scale fixed in 
Hocking Valley fields. 

June 14. Rail wage cut notice brings 
strike threat. 
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Untapped 
Sources 
of Income 


ESPITE the fact that bank de- 
positors are today more keenly 
aware than ever before of the intimate 
relationship between profits and safety, 
and the evidences from every part of 
the country that they willingly pay rea- 
sonable sums for services competently 
rendered, too many banks still cling to 
old habits and fritter away in small bits 
sums which, in the aggregate, would go 
far toward solving their profit problems. 
Some time ago, the Bank Manage- 
ment Commission of the American 
Bankers Association tabulated those 
services which involve the greatest bur- 
den of petty expenses upon banks, and 
all of which offer every justification for 
charges against the accounts of those 
who benefit through them. While there 
is probably no bank in the country to- 
day which is rendering all these services 
on a free basis, there are comparatively 
few which derive an income from all of 
them, and this list is submitted to enable 
the individual banker to check the prac- 
tice of his institution and to probe the 
income possibilities in any overlooked 
items. 


SERVICES TO BE ANALYZED 


Armored car. 

Cashier’s checks (at par) for payment of 
non-customers’ local bills. 

Cashing out-of-town checks 
customers. 

Check books (many banks print special 
check books and make no charge). 

Collection of bill-of-lading drafts. 

Collection of notes, drafts and coupons. 

Converting foreign monies into U. S. cur- 
rency and vice versa. 

Credit information (often involving an 
expensive investigation). 

Currency shipments. 

Deposit tickets. 

Drawings against uncollected funds. 

Endorsement stamps. 

Interest on checking accounts. 

Interest on proportion of checking ac- 
counts (demand deposits) kept as reserve 
(without interest) with Federal Reserve. 

Investment advice. 

Issuing drafts on other cities. 

Making up pay rolls, 

Novelty savings banks to stimulate sav- 
ings. 

Overdrafts—N. S. F. checks. 

Passbooks. 

Safe-keeping of securities for individuals. 

Safe-keeping of securities for out-of-town 
banks (which includes clipping of coupons, 
exchange of bonds, etc.). 

Telegraphic transfer of funds. 

“Temporary” safe deposit boxes. 

The small checking account. 


for non- 


1933 


GMAC SHORT TERM NOTES 


available in limited amounts 
upon request 


GENERAL MoTors 
ACCEPTANCE CORPORATION 


Executive Office -- BROADWAY at 57TH STREET -- New York, N. TY. 


OFFICES 


IN PRINCIPAL CITIES 


AIR EXPRESS 


speeds bank paper 


turnover 


Bank paper can leave Chicago at the 
close of the business day and reach 
New York via Air Express in time to 
meet the 10 o'clock Clearing House 
deadline next morning. Between the 
Atlantic and Pacific Coasts there is a 
saving of three whole days. This na- 
tion-wide service includes direct air 
contact between 85 principal cities with 
fast rail connections to over 23,000 
other Railway Express Agency points. 
Duplicate receipts give definite proof 
of both shipment and delivery. Hand- 


deh 


“wing Repeat Orders 


EXPRESS 


to-hand signatures at transfer points 
safeguard shipments. Call your nearest 
Railway Express Agent for new low 
rates and schedules. 


AIR EXPRESS 


DIVISION OF 


RAILWAY EXPRESS AGENCY 


via 
RAILWAY EXPRESS 
q AGENCY 
— — INCORPORATED 


The small savings account that draws 
frequently. 
Transit items credited at par. 


It has been estimated that banks, until 
recently, were giving away in unre- 
munerative services up to $300,000,000 
per annum, or .0392 per cent of their 
combined capital, surplus and resources. 
To shift this vast figure, or any appreci- 
able part of it, from the Expense to the 
Income column will lead to results so 
important that the problem is one 
worthy of immediate and thorough 
study by every banker. 

It will be worth the while of any bank 


officer to scan this list carefully for items 
which yield no income at the present 
time, ascertain with all possible accu- 
racy the annual cost of the service and 
the number of those it benefits, and in- 
stitute charges that are as fair to the 
bank as they are to the customers and 
which, because of this fact, customers 
cannot object to paying. 

Such an analysis will have another 
advantage in that it will again focus 
attention upon items of petty expense 
which require periodical examinations, 
but which are too apt to be ignored in 
the stress of recent events. 
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& 
Appraisal of the 
Revolution 
(CONTINUED FROM PAGE 12) 


the dollar definitely off the gold basis. 
The same afternoon, in a prolonged 
conference with the Democratic leader 
of the inflation forces in the Senate, 
Mr. Thomas of Oklahoma, Mr. Roose- 
velt arranged that Congress should give 
him, for use at his discretion, all the 
possible powers of inflation there are, 
inflation of credit, and inflation of cur- 
rency through issue of greenbacks not 
secured by gold, through use of silver 
and through reduction of the quantity 
of gold in the standard dollar. 

By the combination of domestic steps 
with the foreign one, America was off 
the gold standard and embarked toward 
inflation. 

In arriving at this condition, how- 
ever, we did depart from the gold stand- 
ard, and we did set up a formidable 
mechanism for inflation. The mechan- 
ism has not so far been used directly 
in any way that is objectionable. At this 


In the critical three and one- 
half years just past, Investors 
Syndicate has paid out in ma- 
turities more than $12,000,000. 


In 1930, Maturity payments 
were $3,256,825.47. 


In 1931, Maturity payments 
were $3,699,546.18. 


In 1932, Maturity payments 
were $3,624,690.00. 


In the first six months of 
1933, Maturity payments were 
in excess of $1,700,000.00. 


INVESTORS 
SYNDICATE 


Founded 1894 
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~C ONTINUED~ 
Appraisal of the Revolution—Trusteeship 


writing, the only method of inflation 
actually put in operation is increase of 
credit facilities. To this hardly any 
one objects. 

Whether the means for currency in- 
flation will be put in use, and how far, 
cannot be told. The intention of the 
Administration is to bring about a rise 
in the price level. The objective, the 
point to which the Administration pro- 
poses to push the price rise was de- 
scribed by Mr. Roosevelt in his second 
radio speech: 

“The Administration has the definite 
objective of raising commodity prices 
to such an extent that those who have 
borrowed money will, on the average, 
be able to repay that money in the same 
kind of dollar which they borrowed.” 


Trusteeship 


(CONTINUED FROM PAGE 37) 


termine their own bases of valuation. 
The purpose of raising this question is 
not to suggest the answer either about 
the propriety of publishing trust assets 
or the method of valuing trust assets, 
but only to suggest that it raises an issue 
on which there should be more uniform- 
ity of law and practice. 

Another problem is the protection of 
the word “trust”. Already there is a 
considerable amount of legislation to the 
general effect that if a corporation uses 
the word “trust” in its title, it must sub- 
mit itself to the jurisdiction of the state 
banking authorities. But what about the 
bank that has the word “trust” in its 
title and yet is not actually engaged in 
trust business? One state has recently 
adopted a new banking code in which it 
is provided that a bank cannot use the 
word “trust” in its corporate title unless 
it is actually engaged in trust business. 
Then it goes ahead and defines what it 
means by trust business. In this state, at 
any rate, as to all banks hereafter or- 
ganized, the public will know that a 
bank that has “trust” in its title is really 
a trust institution. 

How, in a practical way, may the 
trust men of the United States effec- 
tively bring about such reforms in the 
organization of trust institutions as they 
deem wise? The purpose here is to sug- 
gest a definite course of procedure which 
should produce the desired results. 

In those states that have a state asso- 
ciation of trust institutions or a trust 
section of the state bankers association, 
the president of that association or sec- 


tion might, on his own initiative or with 
the approval of his executive committee, 
name a committee on trust institution 
legislation. In those states that do not 
have a state organization of trust insti- 
tutions, the state vice-president of the 
Trust Division of the American Bankers 
Association might call a group of lead- 
ing trust men and, with their approval, 
name a committee on state legislation. 

This committee, however formed, 
might, first of all, assemble the existing 
state laws relating to trust institutions. 
Some of the states already have trust 
institution codes. Utah, for example, has 
recently passed one. These state laws, 
particularly those passed in recent years, 
would furnish much of the material re- 
quired for the use of the committee. 
Next, the committee might invite the 
leading trust men of the state to suggest 
other points that might be incorporated 
in trust company legislation. Third, the 
committee might canvass the points sug- 
gested by the legislation of other states 
and by the trust men of that state and 
then break itself down into subcommit- 
tees, each detailed to make a special 
study of one or more points. Later, the 
committee as a whole might consider 
the reports of the subcommittees on the 
points submitted. After that, another 
subcommittee might be named to ar- 
ticulate and draft the legislation on 
which the committee as a whole had 
agreed. In this way a trust institution 
code, containing the best thought, might 
be worked out. 


IN 1935— 


IF this course should be _ followed, 
then by the time the state legislatures 
meet in 1935—and most of the legisla- 
tures do meet in 1935—the trust men 
of the several states would be ready to 
present a body of legislation on the 
organization of trust institutions. 
These suggestions are predicated upon 
the fact that the organization of trust 
institutions is so technical that legisla- 
tion affecting them should not be un; 
dertaken without the well considered 
thought of experienced trust men. The 
legislators will welcome constructive 
suggestions from trust men. But, unless 
trust men take the initiative and begin 
now to crystallize constructive sugges- 
tions, the legislators will themselves, 
without the benefit of the suggestions 
of trust men, undertake to shape the 
legislation deemed necessary to relate 
commercial banking and trust business. 
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$26,000 


AYMOND E. JONES, vice-presi- 

dent of the Bank of the Manhattan 
Company of New York, told New Jersey 
bankers at their Atlantic City conven- 
tion that too many of our competitive 
banks do not understand the impor- 
tance of analyzing their depositors’ ac- 
counts and the immediate effect upon 
the profit and loss account. Various 
methods, he said, have been established 
by banks in different cities and within 
each city for computing the actual cost 
of handling various operations. 

He listed, for example, these approxi- 
mate average costs as used by five large 
New York banks: deposit tickets, 12 
cents; each check deposited, 114 cents; 
checks paid through clearinghouse, 314 
cents each; payroll checks cashed, 5 
cents each; coupons per envelope, 13 
cents; out-of-town collections, 25 cents 
each; stock drafts, 65 cents each; pur- 
chase and sale of securities, $2 per trans- 
action; credit reports, $10 each. But 
averages like these, he added, only in- 
dicate the necessity for each banker to 
analyze his own cost of doing business 
and then to analyze his active accounts 
and those with small balances to ascer- 
tain whether or not they are profitable. 
Then, armed with this information, in- 
vite the customer to come in, and show 
him the analysis of his account. In al- 
most every case he will be reasonable, 
waiving interest or allowing the charge 
of an amount sufficient to cover handl- 
ing costs on a profitable basis. 


COSTS AND CHARGES 


MR. JONES pointed out that “most of 
us today are demanding a fair minimum 
balance or making a monthly service 
charge for carrying the account, but we 
should go further and collect an activity 
fee on unprofitable accounts. We should 
not pay any interest on checking ac- 
count balances of less than $1,000. We 
should not furnish customers special 
checkbooks except at their expense. You 
are entitled to charge them a fee for 
returning their N.G. and _ post-dated 
checks. The safekeeping of securities 
and the collection of coupons therefrom 
should be turned over to your trust de- 
partment, which should charge an an- 
nual custodianship fee. All of these 


RAYMOND E. JONES 


“If we paid no in- 
terest on deposits 
and earned 41% per 
cent loanable 
funds, it would 
take $26,000 of de- 
posits to meet $1,- 
000 of expense” 


charges are perfectly legitimate and 
their cost, which in all too many cases 
is now charged to expense account, 
should instead be a credit to profit and 
loss.”” Clearinghouses have done much, 
he said, to prevent abuses and produce 
profits. Moreover, surveys made by the 
Bank Management Commission of the 
American Bankers Association have 
shown that interest rate regulation and 
service charge installations do not affect 
the volume of deposits to any appre- 
ciable degree, especially when explained 
properly to customers. 


BUDGETING EXPENSE 


A BUDGET for expense can be definite- 
ly determined in advance and, with a 
fair knowledge of what may be expected 
in average deposits, bankers should like- 
wise be able to determine their profits. 
“In our bank,” Mr. Jones continued, 
“we have prepared for our guidance a 
chart showing the net average balance, 
with legal reserves deducted, required 
at various money rates to meet $1,000 
of expense. To this we have added sep- 
arate figures showing the average bal- 
ance of deposits required to earn 1144 
per cent per annum on the net amount 
of deposits required to meet expenses. 
If we paid no interest on deposits and 
earned 414 per cent on loanable funds, 
it would take $26,000 of deposits to 
meet $1,000 of expense. Add to this a 
profit of 144 per cent and we would 
require $36,000. However, if we were 
to pay 1 per cent interest, we would 
need $33,000 to meet the actual ex- 
pense and, with profit added, would re- 
quire $51,000 in deposits. 

“To give you some idea how these 
figures operate, let us come nearer to 
the current market by calling our earn- 


ing rate 3 per cent. We would need | 
$39,000 in deposits to meet expenses if | 
we paid no interest and $62,000 to in- | 


clude our profit, and the latter figure 
immediately jumps to $80,000 if we al- 
low 1% per cent to the depositor, and to 
$112,000 should we be foolish enough 
to pay 1 per cent interest. 

“These figures worked out upon the 
basis of known deposits show the im- 
portant part which the payment of in- 
terest plays in the operation of a bank.” 
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One complete floor and two large 
office suites are still available. Ninety- 
eight tenants now occupy space com- 
bining excellence of location, transpor- 
tation facilities, banking convenience, 
four side daylight exposure with office 
economy and efficiency. 


Rental Office Room 1704 
Telephone—Rittenhouse 2342 


GIRARD TRUST 


COMPANY 


BUILDING 


zgoo SO. PENN SQUARE 


PHILADELPHIA 


BROAD STREET 


: "20th floor—rentable area white 


A Padua Foot Unit Saved 


Thousands for This Bank 


“* * * * * the other three men stuck guns 
through the tellers’ windows * * * * * warn- 
ing them against sounding the burglar 
alarm.” But—one of these tellers, with a 
slight foot movement—unnoticed—did give 
the alarm that rang at the police station only. 
Police surprised the 
bandits who shot their 
way out out, because 
thus hurried, had to 
pass up thousands in 
bills. Get Padua Foot 
Lift of foot sets offalarm Units. Write 


PADUA Hold-Up Alarm Corporation 
117 Seneca Street Cohoes, N. Y. 


Member American Warehousemen’s Association 


Nation-wide Operators of the 
Lawrence System of Field Warehousing 
The Modern Means of Securing Loans with 
Inventory 


| JAWRENCE A. T. GIBSON, President 
AREHOUSE 
(OMPANY 


LOS ANGELFS SAN FRANCISCO PORTLAND 
W. P. STORY BLDG. 37 DRUMM st. 403 HOYT ST. 


CHICAGO 
ONE LA SALLE BLDG. 
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Bonds 


(CONTINUED FROM PAGE 5) 


the medium specified or its equivalent. 
To many persons this repudiation of the 
gold clause is an abhorrent thing, but it 
is manifest that this opinion is not uni- 
versally shared. 

The revision in the moral code of the 
leading nations since the war takes vari- 
ous shapes. Confronted with an in- 
creasingly disadvantageous position in 
world trade, Great Britain abandoned 
gold. Placed in an unfavorable compet- 
itive situation in world markets because 
of the depreciation of the currencies of 
other nations, tending to aggravate the 
deflation at home, the United States, too, 
forbade exports of gold. Once off gold 
it was easy to cancel the gold clauses in 
bonds. In Germany, a great trading 
nation like Great Britain and the United 
States, however, another means is being 
tried. It is a means that never would 
have been resorted to a few years ago, 
no matter how great the privations, 
hardships and sacrifices necessary to 
avoid it. Germany is defaulting on se- 
lected portions of her external debt. 
This action is being taken as an inte- 
gral part of the national policy, and it 
may be instructive to look a little more 
deeply into it. 


DR. SCHACHT’S ROLE 


HERR SCHACHT, now back in com- 
mand at the Reichsbank, set the stage 
for the prelude to the default with that 
appreciation of theatrical values which 
the world has come to expect of him. 
He came to this country to discuss world 
economic conference preliminaries with 
President Roosevelt, and just before 
sailing gave out a statement in which 
he spoke of the difficulties Germany was 
experiencing in effecting the transfer of 
service on foreign debt. A further state- 
ment was radioed ashore from ship- 
board the next day, followed by another 
bulletin calling the creditors to a con- 
ference in Berlin on such short notice as 
to make the meeting seem desperately 
urgent. 

Once the creditors’ representatives 
reached Berlin the true nature of Dr. 
Schacht’s strategy became apparent. He 
submitted figures to the creditors for 
study, containing information on. Ger- 
many’s devisen and foreign trade situa- 
tion and outlook. Even a cursory ex- 
amination was sufficient to disclose to 
the creditors loopholes in Herr Schacht’s 
presentation of the case which seriously 
impaired his argument. While the 
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Reichsbank’s devisen holdings were ad- 
mittedly low, the creditors were able to 
demonstrate that Germany’s capacity to 
pay was stronger than the central bank 
figures showed. It was pointed out that 
Germany needed 595,000,000 reichs- 
marks for long term debt service and 
370,000,000 for short term debt service, 
or a total of 965,000,000 reichsmarks, 
compared with a conservatively esti- 
mated total income from abroad from 
all sources this year of 1,050,000,000 
marks, not including about 500,000,000 
reichsmarks due from Russia. 

To the creditors assembled in Berlin 
it became evident then that what Dr. 
Schacht was trying to do was to place 
Germany in the best possible bargain- 
ing position at the world economic con- 
ference. He was debating in his own 
mind whether it would be more advan- 
tageous to announce the transfer mora- 
torium before, during or after the 
economic conference. Germany, in other 
words, was trying, by using her foreign 
debt service as a club, to improve her 
trade position. This she was able to do 
because she was a debtor. This avenue 
was not open to creditor nations like 
the United States and Great Britain, 
and their recourse was to abandonment 
of the gold standard. By suspending 
debt service in foreign currencies Ger- 
many will have to try less hard to sell 
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goods abroad, in case the economic con- 
ference is a failure, with the result that 
deflation of costs at home can be dis- 
continued. Just as not one first rate 
nation in time of peace had ever suf- 
fered its currency to be removed from 
gold, so had no other great power ever 
considered default on its debt. 

The status of present and future 
foreign lending is being radically al- 
tered by these tactics on the part of 
great nations. For the holders of foreign 
bonds and manufacturers and producers 
of export goods it is imperative that the 
world economic conference prove a suc- 
cess, leading to a freer exchange of goods 
between nations. If the conference gets 
nowhere and the trend toward economic 
nationalism is speeded up, the foreign 
bond section will be hard hit, and the 
hesitancy many foreign issues have 
shown during the recent rally in domes- 
tic issues represented an effort to dis- 
count the worst eventuality at London. 


TITLE 2, SECURITIES ACT 


BUT whether or not the London con- 
ference serves to level trade barriers 
and make for a larger volume of trading 
between nations it is desirable that the 
Corporation of Foreign Security Hold- 
ers, as provided in Title 2 of the New 
Securities Act of 1933, be formed with- 
out delay. Some $1,600,000,000 of 
foreign dollar bonds are now in default, 
and a suitable agency, fit, by the abil- 
ities of its managers, to represent the 
bondholders and possessed of greater 
prestige than private protective com- 
mittees, should be set up to defend the 
interests of the bondholders. 

American bankers believed that the 
American holders of German bonds were 
fortunate that such a corporation was 
not in existence at the start of the year, 
as in that circumstance, they felt, Ger- 
many would have defaulted sooner, for 
she would have had a representative 
body to deal with instead of thousands 
of scattered and disorganized bond- 
holders. But this is unquestionably a 
temporary advantage. In the long view 
the interests of the foreign bondholders 
would be best served by an American 
counterpart of the British Corporation 
of Foreign Bondholders, which was 
formed in 1868 and was given official 
status in 1873. That the American cor- 
poration would actually, if not openly, 
work in close cooperation with the 
State Department is perhaps unavoid- 
able. For the late encounter of bond- 
holders of Germany has shown that 
foreign debt service is no longer a pri- 
vate, but national, instrument of policy. 
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A few of the titles in this issue 


American Bankers Association 
Journal 


22 East 40th Street 
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Send the JOURNAL for a year to the fol- 
lowing members of our organization, 
billing us at the rate of $2.00 per sub- 
scription ($3.00 if less than five are 
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With this issue, the JOURNAL enters upon its twenty-sixth year. 
During the past twelve months, it has utilized the services of 
168 national authorities to bring together useful information for 
your officers, directors and employees on these major subjects, 
together with much supplementary data on other banking prob- 
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Banks as Sources 
Of Economic News 


ANKS and trust companies, to a cer- 
B tain extent, have become educational 

as well as financial institutions. Be- 
cause of the large amount of practical in- 
formation which they are constantly issuing 
in printed form, and distributing widely 
(to say nothing of the information dis- 
pensed by word of mouth and the radio) 
they are an important factor in the econom- 
ic and financial education of the public. 

Most conspicuous in this work, of course, 
are the larger institutions in the metropoli- 
tan centers, but practically every bank, 
large or small, wherever located, puts out 
some literature of an informative nature, 
not only explaining and urging the use of 
banking and fiduciary functions and ser- 
vices, but also dealing with financial, indus- 
trial and economic matters in general, and 
in many cases aiding the industrial and 
commercial activities of communities and 
territories. In general, there are five types 
of banking publications: 

1. Surveys and current business re- 
views. 

2. The text and annotations on new 
laws affecting business and finance. 

3. Facts and figures concerning local 
and territorial industrial activities. 

4. Outlines of banking and fiduciary 
services and facilities. 

5. Bank house organs, for employees 
and the public. 

Most of the Federal Reserve banks issue 
monthly publications, such as the Monthly 
Review of Credit and Business Conditions, 
Second Federal Reserve District, by the 
Federal Reserve Bank of New York, the 
Monthly Review of Agricultural and Busi- 
ness Conditions in the Ninth Federal Re- 
serve District, Minneapolis; the Monthly 
Review of Agricultural, Industrial, Trade 
and Financial Conditions in the Eighth 
Federal Reserve District, St. Louis, etc. 

The various state bankers’ associations, 
the National Association of Mutual Sav- 
ings Banks and the American Acceptance 
Council also issue much current informa- 
tion which attains wide circulation through 
the associations’ publications and by the re- 
printing of their reports in many financial 
periodicals and in the daily press of the 
country. 

In considering this subject of banks as 
financial educators, one naturally thinks 
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Banks everywhere are sources of valuable economic data. Many in- 
stitutions publish books, bulletins and magazines for the informa- 
tion of the public. Some of the typical publications sponsored by 
banks are described in this article. 

The list is by no means complete and the fact that any particular 
publication is mentioned in this article has no special significance. 
It does not mean, for instance, that the publications referred to 
are better than those concerning which there is no reference. Un- 
avoidably some of the most impressive examples of bank initiative 
in the gathering and distribution of economic data have been 
omitted. Later the JOURNAL will publish more on this subject 


first of the work of famed and widely 
quoted economists, statisticians and research 
men whose names are identified with banks 
throughout the country. Their pronounce- 
ments are received with interest and confi- 
dence, and the press generally treats their 
statements as real news of value to the busi- 
ness community. 

Among the surveys and business letters 
are those of the National City Bank of 
New York; the Northwest Bancorporation 
Review, of the Minnesota Loan and Trust 
Company, of Minneapolis; the Monthly 
Summary of the Department of Research 
and Service of the Security-First National 
Bank of Los Angeles; The Index of the 
New York Trust Company; The Chase 
Economic Bulletin, of the Chase National 
Bank of New York; The Guaranty Sur- 
vey, of the Guaranty Trust Company of 
New York, and the Business Bulletin of 
the Cleveland Trust Company. 

The New England Letter, published 
monthly by the First National Bank of 
Boston, is sent to business men in each of 
the 48 states and in 59 foreign countries. 
It is a survey of the current trends of New 
England, and has special sections each 
month devoted to cotton, wool and leather. 

Among other American banks which 
issue business reviews are the American 


Trust Company, San Francisco, Cal.; the 
First National Bank, Baltimore, Md.; the 
First Wisconsin National Bank, Milwau- 
kee, Wis.; the City National Bank and 
Trust Company, Chicago; the Wells Fargo 
Bank and Union Trust Company, San 
Francisco, Cal.; the Michigan Trust Com- 
pany, Grand Rapids, Mich.; the Liberty 
Bank, Buffalo, N. Y.; the Fidelity Trust 
Company, Pittsburgh, Pa.; the Republic 
National Bank and Trust Company, Dal- 
las, Tex.; the North Philadelphia Trust 
Company, Philadelphia, Pa.; the Central 
United National Bank, Cleveland, O., and 
the Integrity Trust Company, Philadel- 
phia, Pa. There are many others. 

A number of banks issue locally the busi- 
ness reviews of larger banks in the metro- 
politan centers. This is notably the case, for 
instance, with the monthly review of the 
National City Bank of New York, which 
in this way attains circulation in different 
parts of the country. 

Similar reviews issued by foreign banks 
include the weekly statement of the Bank 
of England, and the monthly reviews of 
Barclay’s Bank, Ltd., the Midland Bank, 
Lloyd’s Bank, Ltd., the Royal Bank of 
Scotland, the Bank of Montreal, the Royal 
Bank of Canada, the Canadian Bank of 
Commerce, the Bank of Nova Scotia and 
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the Banco Central de Chile. The Buenos 
Aires Branch of The First National Bank 
of Boston from time to time issues a bul- 
letin on “The Situation in Argentina”. 

Other foreign bank reviews are issued by 
the Banco de la Nacion Argentina, and 
Ernesto Tornquist and Company, Limited, 
Buenos Aires; National Bank of Austral- 
asia, Ltd.; Den Danske Landmandsbank, 
Denmark; Index Hebdomadaire, Banque de 
France, Paris; Banca Nazionale di Credito, 
Milan, Italy; Bank of Japan, Tokio; Rot- 
terdamsche Bankvereeniging, Rotterdam, 
Holland; Hungarian Discount and Ex- 
change Bank, Budapest; Oesterreichischen 
Nationalbank, Vienna; Comptoir d’Es- 
compte de Geneve, and Union de Banques 
Suisses, Geneva, Switzerland; Deutsche 
Bank und Disconto Gesellschaft, Berlin; 
Dresdner Bank, Dresden; Banque d’Ath- 
ens; Banque Nationale de Belgique; Banco 
Commerciale Italiana, Rome; Banque Na- 
tionale de Roumaine, Bucharest; Banco 
Central de Bolivia, Banco Central, Ecua- 
dor; Banco National de Mexico; and last, 
but not least, the Skandinaviska Kreditak- 
tie-bolaget, of Goeteborg, Sweden. 

Many of these reviews are translated in- 
to English, French and German for wider 
distribution. 

As indicating the scope and contents of 
American bank publications, here is a list 
of the subjects treated in one recent review: 


General Business Conditions 

Foreign Exchanges and the Markets 
The Advance in Wheat 

Causes of the Rise in Sugar 

The Gold Embargo 

Authority to Expand Credit or Currency 
The Conflicting Views on Inflation 
Other Measures to Promote Recovery 
The Position of Creditors 

Relief and Governmental Works 
Money and Banking 

The Increase of Gold Stocks 

The Trend of Bank Credit 


Ruond Table” Group 


Exchange Stabilization 

The Demoralizing Influence of Depre- 
ciating Currencies 

The 30-Hour Week 


VARIETY OF MATERIAL 


THE type of material put out by the for- 
eign bank reviews may be judged from a 
recent number of Lloyds Bank Monthly 
Review, London. This bank publishes from 
time to time signed articles by exponents of 
different theories on questions of public in- 
terest, making the reservation or “hedge 
clause” that “the Bank is not necessarily 
in agreement with the views expressed” in 
such articles. The leading article in the issue 
under consideration is on “The British 
Railway Problem”, and it is by Norman 
Crump. Other topics treated in this issue 
are the money market, foreign exchanges, 
the stock exchange, the industrial situation, 
agriculture, coal, iron and steel, engineer- 
ing, metal and hardware trades, cotton, 
wool, other textiles, clothing, leather and 
boots, shipping, foodstuffs, fishing and 
other industries. There are overseas reports 
from Australia, Canada, India, Irish Free 
State, France, Belgium, Germany, Hol- 
land, Norway, Sweden, Denmark, Switzer- 
land, Spain, Morocco, the United States 
and Japan. There are also statistical tables 
concerning banking, money, exchanges, 
public finance, production, imports, ex- 
ports, unemployment and commodity prices. 

The forward-looking nature of the infor- 
mation collected and disseminated by The 
Index of the New York Trust Company 
is indicated by a recent article it contained 
on the possibilities of television and the 
status and commercial possibilities of the 
electrical transmission of pictures. Follow- 
ing is an excerpt: 

“It may be a matter of years before the 
commercial manufacture and sale of re- 
ceiving sets is warranted. Although often 
speculated upon and prophesied, television 
was not achieved until just a little more 
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than seven years ago. The great knowledge 
acquired in the development of the radio 
and talking motion picture has enabled 
rapid adjustments of apparatus for use in 
this new means of communication. The ob- 
stacles are not insurmountable and await 
only the discovering hand of genius. But 
once surmounted, the future of television 
will offer numerous possibilties for interest 
and profit. The industry is not anxious to 
introduce receiving sets on the market until 
a greater degree of perfection is attained. 
The public has been educated to expect ex- 
cellent radio reception and has become ac- 
customed to a high standard in talking mo- 
tion pictures, so that placing television sets 
on the market under present conditions, 
would, it is believed, tend to retard the 
fullest exploitation of the market once an 
efficient set is developed. When this 
achieved, the entertainment and education- 
al habits of the American people will be 
changed radically.” 

The vast amount of work represented by 
the research necessary to produce even one 
small folder is shown by a table recently 
issued by the Bank of the Manhattan Com- 
pany of New York, entitled “The War 
Debts at a Glance.” This contains 16 col- 
umns of figures running into the billions 
of dollars, showing quickly all the facts 
and figures concerning the war debts due 
from the following countries: Austria, Bel- 
gium, Czechoslovakia, Estonia, Finland, 
France, Great Britain, Greece, Hungary, 
Italy, Latvia, Lithuania, Poland, Rumania 
and Jugoslavia. The total is $11,426,777,- 
854.78. 

While we usually associate the name of 
one outstanding economist with each of 
these business reviews, of course it is not 
humanly possible for one man to do all the 
research work required to produce this 
mass of information. They are not like 
Oliver Goldsmith’s schoolmaster: 

“And still the wonder grew that one 
small head could carry all he knew.” 
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There are large groups of capable young 
men and women behind the scenes in a 
large bank’s publicity, library, research and 
statistical divisions constantly at work col- 
lecting and preparing material for reviews, 
articles, speeches and booklets on financial 
and economic subjects. They are trained 
and experienced in the work. In a typical 
large trust company the library staff cata- 
logs and indexes magazines, books and re- 
ports of Government departments, and 
other general sources of information. The 
clipping bureau reads and clips the leading 
daily and weekly newspapers, home and 
foreign, and files these clippings according 
to subjects. The statistical division gathers 
the reports, earnings statements, inden- 
tures, circulars and other information re- 
lating to domestic and foreign corpora- 
tions. Information is constantly being re- 
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ceived by letter and wire from Washington, 
and from financial and industrial centers 
and capitals here and abroad, because the 
information put out, to be most valuable, 
must be strictly up-to-date—last minute 
news in many cases. 

By subscribing to the special service 
rendered by several agencies in furnishing 
prompt information concerning the prog- 
ress of legislation in Congress affecting 
business and financial interests, as many 
large financial institutions do, they get 
timely advice as to the passage of new laws, 
or amendments. They are then in a posi- 
tion to go ahead and publish a digest of 
the law in booklet form. This is sent out 
bearing the imprint of the institution to 
lists of those who ought to be interested in 
that particular piece of legislation. It is 
mentioned in the newspaper and financial 
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journal advertisements, and is added to the 
list of helpful publications which the bank 
has published from time to time. Such 
things are good-will producers and in some 
instances furnish leads to be followed up 
for new business. The distribution of such 
booklets in some cases has reached as high 
as 100,000 copies. 


HOUSE ORGANS 
IN MANY institutions house organs have 


become an important medium of publicity 
and bank promotion. Some typical bank 
house organs are the following: 

The Hibernia Rabbit, published by the 
Hibernia Bank Club of the Hibernia Bank 
and Trust Company of New Orleans. This 
is the second oldest bank house organ in 
America, having been born 28 years ago, 
just one month after Number Eight, the 
house organ of the National City Bank of 
New York, first appeared. A feature of 
The Hibernia Rabbit has been cover illus- 
trations of photographic studies of typical 
scenes in New Orleans. 

The Wachovia is a monthly magazine 
published by the Wachovia Bank and 
Trust Company, head office, Winston- 
Salem, N. C., continuously since 1909. Its 
main purpose is publicity. While it goes to 
all employees of the institution, it is in- 
tended primarily for the thousands of 
present and prospective customers who re- 
ceive it. Articles are published dealing with 
the industrial, agricultural and recreational 
advantages of the state. An issue devoted 
largely to the Great Smoky Mountains 
National Park brought news comment. 

The Girard Letter, of the Girard Trust 
Company of Philadelphia, was inaugurated 
in May, 1920, and its purpose is to share 
with the customers and friends of the 
company information on various subjects 
gained by investigation or experience. It 
publishes articles on the history and prog- 
ress of Philadelphia industries. The mail- 
ing list has over 40,000 names, and the 
publication goes to friends and clients in 
every state and 48 foreign countries. The 
back page carries an advertisement of the 
company. 

Regarding The Equitable Monthly, of 
the Equitable Trust Company, of Wil- 
mington, Del., vice-president Gilbert T. 
Stephenson says, “Such a publication is 
necessary to complete our message to 
the public. Our newspaper advertisements 
plant the trust idea; each of our booklets 
explains some one trust service; our house 
organ is designed to keep the public abreast 
of current thought in the trust field, and 
the current developments in our trust 
service as a whole; our trust solicitors har- 
vest a field that has been fallowed, planted, 
fertilized and cultivated.” 
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The Conservator is issued by the trust 
department of the Chase National Bank 
of New York in the interests of bene- 
ficiaries of trusts. The Chase is a monthly 
magazine published in the interests of the 
employees of the bank. 

The Guaranty News is a monthly maga- 
zine issued by the employees of the Guar- 
anty Trust Company of New York. It is 
thoroughly illustrated, and besides many 
personal items, contains articles on timely 
economic, banking and fiduciary subjects, 
and descriptions of the work of the com- 


pany. 
A FEW OF THE MANY 
AMONG other good bank and trust com- 


pany house organs—not by any means a 
complete list—are the following: 

Trust Talks, the Michigan Trust Com- 
pany, Grand Rapids, Mich. 

Liberty Trust News, the Liberty Bank, 
Buffalo, N. Y. 

Property: Devoted to the Protection of 
Your Estate, the Fidelity Trust Company, 
Pittsburgh, Pa. A similar house organ with 
the same name is used by the Birmingham 
Trust and Savings Company, Birmingham, 
Ala., with the bank’s individual advertise- 
ment on the back page. 

The Republic Bank News, Republic Na- 
tional Bank and Trust Company, Dallas, 
Tex. 

Security-First National Bank News 
Bulletin, issued twice a month by the pub- 
licity department of the Security-First Na- 
tional Bank of Los Angeles. 

Pepperbox, published in the interest of 
the employees of the Fifth Third Union 
Trust Company, Cincinnati, Ohio. 

The North Philadelphian, North Phila- 
delphia Trust Company. 

The Netopian, a Monthly Magazine in 
the Interests of Friendly Business is issued 
by the Rhode Island Hospital Trust Com- 
pany, Providence. The name comes from 
the old Indian word “netop”, meaning 
“friend”. 

Progress Bulletin is a daily message dedi- 
cated to the flow of business into Central 
United National Bank of Cleveland, Ohio. 

Integrity Spokesman, Integrity Trust 
Company, Philadelphia. 

Estate Management, The Minnesota 
Loan and Trust Company, Minneapolis. 

The Southern Trustee, published semi- 
monthly by and for The Citizens and 
Southern Banks of Georgia. 

Bank Notes is the monthly staff maga- 
zine of the Commonwealth Bank of 
Australia. It is a 40-page publication, con- 
taining interesting articles and illustrations. 


Similar staff magazines are issued by the 
Bank of Montreal and the Royal Bank of 
Canada. 


Banks require widely varied information because they deal with all types of 
industry and commerce. Only a small fraction of the vast amount of data on 
financial, industrial and commercial matters collected by thousands of banks 
is ever published. It is available for the use of the directors, officers and staffs 
of the institutions, for customers, writers and students. It provides a great 
storehouse of source material, never fully used. 

Why do not more banks publish in their advertising some of this valuable 
(and much of it timely) information which they are collecting so constantly 
and assiduously? It would seem that many interesting and valuable series of 
advertisements could be prepared along these lines. The publication of the 
information would create good-will, help business and tend to restore confidence 
in good financial institutions, which, after all, are still in the great majority. 
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This plan is designed for a bank with 
$4,000,000 deposits. The area is 50 by 
100 feet. Provision is made for 13 to 
14 wickets. It is assumed that the bank 
would have 4 active officers, 16 tellers 
and clerks, 1,500 safe deposit boxes 


and 4 or 5 booths or rooms 


By 
CLAY J. GUTHRIDGE 


Mr. Guthridge has prepared bank interior 
plans for over 500 banks 


Floorplanning 


HE accompanying plans illustrate 

a unique and systematic approach 

toward solving the problem of re- 
quired space in which to conduct the busi- 
ness of a bank. Whenever an improvement 
has been contemplated the same question 
has invariably arisen: “How much room 
shall we need to handle our present 
business with sufficient space to accommo- 
date the increased activities naturally ex- 
pected?” 

Two factors always present themselves 
—cost of the improvement and require- 
ment of space. These rarely coincide, and 
one generally has to give way to the other. 
If some method of expert analysis could 
be followed in reconciling these two fac- 
tors, there would be greater assurance of 
a correct solution. 

The cost of occupancy of banking quar- 
ters can be reduced to a per annum item 
whether it be interest on capital invested 
in building and equipment, rental for 
leased space or a combination of both. 
Such an item varies immensely, owing to 
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conditions, but statistics show that under 
normal conditions the average yearly rental 
for banking quarters amounts to about 
per cent of the deposits, and where a bank 
is contemplating a new building or en- 
larged quarters this amount can be in- 
creased to as much as 4 per cent on the 
theory that expected new business will 
gradually reduce the amount to normal. 

Another yardstick for measuring this 
item of cost is the existing laws or regula- 
tions of the states and banking commis- 
sions, and, while there are no establish- 
ed regulations for national banks, the gen- 
eral average should hold good for most 
banks. 

This general average of the ratio of a 
bank’s building and fixture investment to 
its capital and surplus, compiled from 
data received from banking commissions 
of a number of states, is about 50 per cent, 
ranging from 30 per cent and 40 per cent 
to a greater percentage allowed by per- 
mission of banking commissions in con- 
sideration of special circumstances. 


TAT 


With these two methods of approach, a 
formula can be set up that will give a good 
starting point for any banker contemplat- 
ing an improvement. Considered along 
with the question of amount of space 
necessary, the character of the banking 
quarters can be fairly established from the 
standpoint of a single floor occupancy, or 
first floor only for customers service with 
other departments on adjoining and less 
expensive floors. 

The question of amount of space neces- 
sary can be figured on the amount of de- 
posits at the time of improvement and on 
this basis one square foot of space should 
be provided for every $800 of existing 
deposits, allowing 100 per cent of operative 
bank area exclusive of space required for 
directors’ room, storage, clerks’ service 
rooms, and other space which can well be 
located on other floors or less expensive 
portions. The 100 per cent is subdivided 
into 26 per cent for public lobby and 
vestibule; 12 per cent for officers’ spaces; 
5 per cent for customers’ rooms; 38 per 
cent for working spaces and cages; 11 per 
cent for safe deposit lobby, booths, and 
rooms, and 8 per cent for the main vaults, 
including safe deposit, fund, security and 
book vaults—giving total operative area. 


wat 


MM 


In addition, one wicket can be provided 
for every $300,000 of deposits. It requires 
about five persons to handle every $1,000,- 
000 of deposits, including one active officer 
and four tellers and clerks. 

Of course, a preponderance of any one 
activity would affect the formula, but a 
thorough knowledge of conditions on the 
part of the layout engineer would as- 
sure a proper relation between the de- 
partments. For example, savings accounts 
require considerably less work, and in 
banks where these accounts predominate 
or form the greatest part of the business, 
the allowance for working space will ma- 
terially decrease and the size of the public 
lobby increase to accommodate periods of 
rush activity peculiar to this class of ac- 
counts. 

The demand for safe deposit boxes varies 
according to the locality and is not con- 
stant, but under normal conditions a bank 
should provide space for about 500 boxes 
for every $1,000,000 of deposits and one 
coupon booth for every 300 boxes. This 
varies with conditions but is a good basis 
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Protection 


No banker today who plans a new build- 
ing or interior alterations can afford to 
overlook adequate protection. 

In the bank interior shown here, im- 
portant protective features are incorpo- 
rated. There is complete visibility from 
the street; employees work on both sides 
of the bank; the lobby and door are con- 
stantly under the eye of officers; the only 
entrance to cages is from the rear; the 
cages are protected by enclosures and 
additional door protection is supplied 
from the vault lobby to working space, 
with remote control or key. 

There is no substitute, however, for prac- 
tical mechanical protective devices. Their 
selection must be determined only after a 
careful evaluation of the many problems 
involved. There is a wide range of excel- 
lent equipment which has been approved 
by the Underwriters’ Laboratories and in- 
cludes eight types of bandit-resisting en- 
closures, two types of tear gas systems, 
two automatic silent alarm systems, four 
types of bullet-resisting glass and five 
kinds of time-locking devices. 

The bank today which operates without 
proper mechanical protection not only in- 
vites the attention of bandits, but main- 
tains an unnecessary and costly barrier 
between itself and the complete confi- 


for the estimation of general requirements. 

The plans shown on the next page both 
have the same relative areas of depart- 
ments and were prepared to show certain 
types of layouts on standard sizes of prop- 
erty and each is, of course, subject to 
modification. It is probable that in a bank 
of the size of the larger plan the vaults 
and safe deposit department would be in 
the basement and the posting room on an 
upper floor, but their area relation to the 
other departments would still be main- 
tained or could be increased. 

The above plan has proved very effec- 
tive in a suburban or small city bank 
where the safe deposit business is not too 
active to prove a nuisance in trafhe through 
the officers’ space. However, officers say 
that they find it to their advantage to be 
in closer touch with box renters, who usu- 
ally are of a class that provides potential 
customers for other departments of the 
bank. 

Contrary to the usual thought, a build- 
ing improvement is a capital investment 
and not an expense. Many a long-wanted 


With bank organization tending more and more toward separation of 
functions, the problem of interior layout becomes increasingly important 


dence of its customers. 


improvement would be undertaken if it 
were realized that necessary facilities could 
be procured for an investment, the carry- 
ing charge of which in most cases would 
not amount to more than the addition of 
another employee. In some situations a 
proper arrangement for the flow of busi- 
ness would permit operating with fewer 
employees. In no business so much as bank- 
ing is system necessary. This is all the 
more reason that a systematic approach 
should be made toward providing necessary 
facilities for handling the business. 

If certain operating facilities were very 
desirable and a bank could obtain them 
by adding an officer or employee there 
would be no hesitancy in doing so, and 
by the same token if these same facilities 
could be obtained by making an improve- 
ment of space and equipment at an ex- 
pense which would not involve a carrying 
charge of more than the cost of an added 
employee, many a long-wanted improve- 
ment would be undertaken. 

In other cases a survey and careful study 
of the flow of business within existing 
quarters would point the way toward an 
inexpensive adjustment of space and equip- 
ment which would facilitate activities and 
provide the space for necessary expansion. 
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Formula 


For a bank with $4,000,000 deposits and $650,- 
000 capital, surplus and undivided profits, such 
as the one shown on the preceding pages— 
A—$4,000,000 at 12 per cent=$20,000, allowable 

for rental or its equivalent in new quarters 
on a reasonable assumption that anticipated 
new business will gradually reduce rental to 
the normal rate of 1% per cent. 
B—$4,000,000--$800—5,000, the number of 


square feet desirable for operative bank area’ 


with allowance for comfortable expansion. 

C—$4,000,000--$300,000=13 to 14, the number 
of wickets desirable. 

D—$650,000 at 50 per cent—$325,000, the allow- 
able investment. 

E—$325,000 at 6 per cent interest on investment 
=$19,500 yearly. 


Relative Area Percentages 


In the bank plans accompanying this article 
various spaces are marked with letters. These let- 
ters indicate the purpose of that particular space 
on the plan, together with the percentage of that 


space in the total operative bank area, exclusive . 


of directors’ room, storage rooms, clerks’ ser- 
vice rooms, etc., on other floors. The key follows: 
A—Public lobby 
and vestibule space, 
26 per cent. 
B—Officers’ spaces, 
12 per cent. 
C—Customers’ 
rooms, 5 per cent. 
D—Working space, 
cages, 38 per cent. 
E—Safe deposit 
lobby, coupon 
booths and rooms, 
11 per cent. 
F—Main vaults, 
safe deposit, fund 
security and book, 
8 per cent. 
The squares on 
each plan are 5 feet 
by 5 feet. 


At the Left 


AY 

, 


Above 


Plan for a bank with $10,000,- 
000 deposits. The area is 75 by 


Plan designed for a bank with $2,000,000 166.8 feet or 12,510 square feet 
deposits. The area is 25 by 100 feet, giv- of operative bank area. Allow- 
ing 2,500 square feet of operative bank ance is made for 25 to 30 
area. There are 7 wickets, 750 safe deposit wickets, 10 active officers, 40 
boxes, 2 or 3 booths or rooms. Allowance tellers, clerks, etc., 5,000 safe 
is made for 2 active officers and 8 tellers, deposit boxes and 14 to 16 


clerks, etc. 


booths or rooms. 
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COWAN IN THE BOSTON EVENING TRANSCRIPT ORR IN THE CHICAGO DAILY TRIBUNE 


CONVENTION 


CALENDAR (1933) INDEX TO ADVERTISERS 


A. B. A. MEETING JULY, 1933 


4-7 A.B.A. Convention, Chicago. 


A M 
State Associations 


Administrative & Research Corp. Moody's Investors Service 
American Bankers Association Journal 
28-29 Montana Bankers Associa- Associated Gas & Flectric System 5! N 
tion, Helena. National Hotel Management Co., Inc. 
B North _— & Mercantile Insurance 
o., . 


1-2 _ Wyoming Bankers Associa- 


‘ Bank of -America in California 
tion, Casper. 


Oo 
Cc 
Delaware Bankers Associa- Otis Elevator Co. 
City National Bank and Trust 
tion, Rehoboth. Company 58 P 
Padua Hold-Up Alarm Corp. 
Philadelphia National Bank 
DeLuxe Check Printers, Inc. 57 Portland Cement Association 
Diebold Safe & Lock Co. Postal Telegraph Cable Co. 


Other Financial E R 


Kentucky Bankers Associa- D 
tion, Louisville. 


Railway Express Agency, Inc. 
Fidelity & Deposit Co. of Maryland 7 
Sept. 11-14 Financial Advertisers Assn., Vives Bank. Recordak Corp. 
New York City. 
h&C 
Sept. 18-20 National Association of Secu General Motors Acceptance Corp. 5S Security-First National Bank 
rities Commissioners, Mil- Girard Trust Company Speakers Library 
waukee, Wis. 
I U 
Oct. 23-24 New York Savings Banks Investors Syndicate U.S. Fidelity & Guaranty Co. 


Association, New York, N. Y. = 


J 
- yes s0cia- Westinghouse Electric Elevator Co. 
Ort. 1 28 Inv eatment Bankers Associa John Hancock Mutual Life Insurance i ik — nian ‘2nd Conve 
Nov. 1 tion of America, Hot Springs, Co. Wheeler, Ralph W 

Va. ; 
L 

National Conference of Bank Lawrence Warehouse Co, York Safe & Lock Co. 4th Cover 

Auditors & Comptrollers, 

Chicago. 
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The July Question 
Problem 


HE Farragut Woolen Mills is the dominant industry in 

the milltown of Farragut, with a population of 7,500, 

two banks and 52 retail stores. The mills employ about 
750 hands who are the support of 3,000 individuals, and 
constitute about 35 per cent of the consumer buying power 
of the community. These workers have $350,000 in savings 
deposits in the two banks, 300 of them own homes, which 
are mortgaged to local interests, including the banks. 

For many years, the Farragut Woolen Mills has been 
under the control of the leading family in the community, 
now in its third generation. Its output of carriage and auto- 
mobile robes has been sold through 12 large distributors, and 
enjoys a high reputation for quality throughout the trade 
although never nationally advertised. Depression conditions, 
however, have brought lower-cost robes into competition 
and reduced former handsome profit margins to the bone. 
It has been the biggest customer of the local banks and has 
also been, from time to time, a heavy borrower from a big 
metropolitan institution. Its total bank obligations are about 
$500,000, half advanced by the city bank, and the rest com- 
ing in about equal amounts from the two local institutions. 

The depression has hurt the Farragut Woolen Mills. Sales 
have fallen off by 50 per cent. Workers have been laid off 
and hours of employment cut. The largest of the 12 dis- 
tributors is involved in difficulties and owes the Mills in 
excess of $150,000. The bank loans have become past due 
and, to add to the difficulties of the local banks, the mill 
workers are making steady inroads on their savings deposits 
to meet their necessary living expenses, while some of the 
home mortgages are in default, and merchants dependent 
on the mills for their business, are also getting into arrears 
on their borrowings. 

What is the wisest banking procedure under the circum- 
stances? How would you advise your bank to handle this 
situation with maximum benefit to its depositors, its stock- 
holders and its community? What is your answer, in 150 
words? 


THE Journal's question for July deals with one of the most 
important problems confronting commercial banks at this 
time—the problem of the industrial customer who has fallen 
upon difficult days because of the depression. 

Few banks are so fortunate as to be without a situation 
comparable in some degree to this “case”. The elements vary 
in each instance, but the basic facts remain the same—output 
has dwindled; competition has taken its toll of sales and 
profits; former unassailable credit standing has been reduced 
to dubious risks and prospects for eventual loss both on 
direct loans and on the other business interests of the bank, 
unless some sound practical way out can be found. 

Any number of methods are possible. Receivers can be 
appointed. The three interested banks can get together and 
force changes in management and policies. One of the three 
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banks, conceivably, can protect its own immediate interests 
at the expense of the other creditors. New capital can be 
brought in and its suppliers can be given a voice in the 
management. New products can be added that require no 
added investment in plant but involve new sales policies. 
There are numerous other approaches to the problem, which 
must be studied from the viewpoint of the best interests 
of a banking institution which is not in business for a day 
or a year, but is a permanent integral part of the community 
which it serves. 

Frequently, in days like these, the public is inclined to 
charge banks with narrow-sightedness in handling problems 
of this nature. This attitude blithely ignores the fact that a 
bank’s first obligation is to its depositors and that these 
obligations are of a demand nature. 


Rules 
For the Monthly Forum 


1. Answers must be 150 words or less. 

2. They must be received by the JOURNAL not 
later than the 10th of the month in which the 
question appears. 

3. Anyone who wishes to obtain in advance 
the question for the following month can do so 
by writing to the JOURNAL on or before the 15th 
of any month. 

4. Answers may be submitted by anyone not 
a member of the JOURNAL staff, regardless of 
whether he is a subscriber. 

5. Awards will be made to the seven most 
concise, accurate and interesting answers. The 
first of the seven, judged on that basis, will be 
awarded $50, the second, $25 and the remaining 
five, $5 each. Awards will be announced in the 
issue of the JOURNAL following that in which 
the question was announced. 

6. Each month’s question will be particularly 
appropriate at the time of publication, and ar- 
ticles covering various aspects of the question 
will be found in the JOURNAL’s pages for that 
month. 

7. The JOURNAL may terminate the forum at 
any time, making awards, however, for answers 
to the last questions published. 

8. Manuscripts will not be returned except on 
request of the author. 
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